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I. EXECUTIVE SUMMARY

Country Commercial Guide (CCG) FY 2000 presents a comprehensive
look at Hungary’s commercial environment, using economic,
political, and market analysis. The CCGs were established by
recommendation of the Trade Promotion Coordinating Committee
(TPCC), a multi-agency task force, to consolidate various
reporting documents prepared for the U.S. business community.
Country Commercial Guides are prepared annually at U.S. embassies
through the combined efforts of several U.S. Government agencies.

Over the past 10 years Hungary has developed a leading economy in
Central Europe, attracted one of the highest per capita foreign
direct investment levels in the world and, as a full NATO and
soon-to-be European Union (EU) member, created a commercial
environment that is stable and reliable. The private sector
currently produces over 80 percent of GDP with key sectors such as
energy in private hands through a program of strategic
privatization that in many cases exceeds energy privatization in
Western Europe. Over 80 percent of Hungary’s trade is carried out
with Organization for Economic Cooperation and Development (OECD)
countries. The United States is the 5" most important trading
partner for Hungary. In terms of total trade levels, Hungary is
the United States most significant commercial partner in the
region.

Hungary’s growing economy and expanding marketplace generates
strong opportunities for U.S. exporters. Over the past several
years, U.S. exports of information technology, consumer goods,
telecommunications, services, medical equipment and healthcare
technology have been in demand. For the immediate future, the
“Best Prospects” section outlines seven top categories of high
trade and investment potential. U.S. exporters should also be
aware that with Hungary’s membership in the European Union,
Hungary will be an excellent platform for value added production
of U.S. products destined for the enormous European markets.
Finally, Hungary also provides an excellent and stable base for
U.S. exporters considering market expansion to more challenging
markets east and south of Hungary.

For investors, Hungary’s well-educated, productive and skilled
labor force, liberal economic policies, relatively low-cost labor
rates (by OECD standards), and close proximity to western European
markets have already attracted $19 billion in foreign direct
investment. U.S. investors contributed over one-third, or more
than $7 billion of the total. A strong pace of investment is
expected for the next several years with industry focus on the
tourism, franchise, automotive, electronics, and general
manufacturing sectors.



Hungary’s first ten years of foreign investment have clustered in
Budapest and major areas in Western Hungary. At the same time,
areas in Eastern Hungary, particularly the northeastern cities of
Nyiregyhaza, Debrecen, and Miskolc are drawing increasing interest
from foreign investors. There are incentives and special support
facilities in the region including the U.S. Embassy’s Eastern
Hungary Program. (Further information is available on:
http://www.invest-ehp.com.)

Hungary, as a whole, has drawn a significant U.S. presence due to
several market advantages. First, Hungary has a developed
commercial environment with primary strengths in human capital.
Second, Hungary is an efficient and economical entry point to
neighboring markets. Third and last, Hungary is a proven
successful location for U.S. investment coupled with an attractive
and secure location for American companies to conduct business.

Country Commercial Guides are available for U.S. exporters from
the National Trade Data Bank's CD-ROM or via the Internet. Please
contact STAT-USA at 1-800-STAT-USA for more information. Country
Commercial Guides can be accessed via the World Wide Web at
http://ww. st at-usa.gov, http://ww.state.gov and
http://ww. mac. doc. gov. They can also be ordered in hard copy or
on diskette from the National Technical Information Service (NTIS)
at 1-800-553-NTIS. U.S. exporters seeking general export
information/assistance and country-specific commercial information
should contact the U.S. Department of Commerce, Trade Information
Center by phone at 1-800-USA-TRAD(E) or by fax at (202) 482-4473.

II. ECONOMIC TRENDS AND OUTLOOK

A. Major Trends and Outlook

The first six months of 1999 have been challenging for Hungary.
The costs to the budget of heavy winter snow, spring flooding, and
the Kosovo conflict have been high. Lower than expected inflation
has hit nominal revenues as well. Thus the central budget has come
under significant pressure, and the government's ability to meet
its budget deficit target of 4 percent of GDP seems in jeopardy.
With the addition of little significant new progress in major
structural reforms, accompanied by an expected current account
deficit nearing 5 percent of GDP, the Hungarian economy's strong
performance of the last 4 years may seem to be waning. Reports of
its demise, however, are greatly exaggerated. NATO's new member
can still expect GDP growth of a respectable 3.5 percent or better
this year. The picture of Hungary as a full partner with the
family of democratic nations, rapidly converging on the EU, still
accurately characterizes the situation on the ground.
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Despite a challenging year and a difficult international
environment, and assuming a relatively strong recovery in Western
European economies, Hungary's fundamental strength as a fully
functioning market economy provides it with the foundation needed
to weather the turbulence. Nonetheless, fiscal probity will have
to be the policy hallmark, along with continued efforts to reduce
inflation, prevent deterioration in the external balances, and
support the pro-investment policies of the past, while completing
structural reforms, including taxation, public and higher
education, health care, and local government financing.

Hungary no longer requires IMF financial assistance and has repaid
all its debt to the Fund. Hungary’s sovereign foreign currency
debt issuance’s carry favorable, mid-investment-grade ratings from
all major credit rating agencies, with Moody's having announced an
upgrade to Baal from Baa? in early June. Hungary’s currency, the
forint (HUF), is fully convertible for current account purposes,
and is managed by a pre-announced crawling peg devaluation foreign
exchange regime. The current rate of monthly devaluation of 0.5
percent will be cut to 0.4 percent in October. Hungary became a
member of the OECD in May 1996; is a founding member of the WTO;
joined NATO in March 1999, and has been in on-going, substantive
EU accession negotiations since March 1998.

Although GDP growth is unlikely to reach the 1999 budget
assumption of 4 to 5 percent, 3.5 percent or better is not out
of the question. After 4.6 percent GDP growth in 1997, and 5.1
percent in 1998, 4 percent or more would finally bring Hungary
back to its 1989 real GDP level.

The 1998 consolidated public sector deficit was 4.7 percent of
GDP, below the government target of 4.9 percent. When bank
consolidations are added -- the last Hungary is likely to see in
the medium-term -- the deficit was closer to 6.9 percent. The
deficit reached 89 percent of the government's 1999 target of
3.95 percent of GDP in the first half of the year, making that
target appear increasingly unreachable. The deficit, however,
will not likely exceed 4.5 percent of GDP. The consolidated
public sector gross debt stock continued to decline from an end-
1993 level of 90 percent of GDP to 59 percent at the end of
1998, below the EU Maastricht threshold of 60 percent.

After declining to a 20-year low of $987 million (2.2 percent of
GDP) in 1997, the current account deficit widened in 1998 to
$2.3 billion (5 percent of GDP). Exports grew by 20.4 percent in
1998 ($23 billion), while imports increased by 21.1 percent
($25.7 billion). Export and import growth of 10-13 percent, and
12-14 percent, respectively, are likely in 1999. Non-debt
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creating foreign investment is expected to cover the projected
$2.5 billion deficit in 1999.

The very high export growth and large privatization receipts of
the last three years, which allowed for a rapid reduction in
Hungary's debt load, are ebbing in 1999. Hungary will continue
its careful handling of the now manageable debt burden to
maintain favorable debt ratings and borrowing terms. Highly
successful first quarter offerings in 7-10-year bonds
denominated in Euros, dollars, and forints have been part of a
strategy of lengthening maturities and diversifying currency
risk.

The inflation rate fell rapidly in 1998, from an annual average
of 18.4 percent in 1997 to 14.3 percent, with year-on-year
inflation of 11 percent in December 1998. Year-on-year inflation
dipped to 9.1 percent in June 1999, and the government has
credibly forecast 8-9 percent annual average inflation for the
year.

With about $19.7 billion in Foreign Direct Investment (FDI)
since 1989, Hungary has been a leading destination for FDI in
Central and Eastern Europe (including the former Soviet Union).
Of this, over $7 billion has come from U.S. companies. The
largest U.S. investors include Ameritech, GE, General Motors,
U.S. West, Coca-Cola, Ford, IBM, and PepsiCo. Products at least
partially produced by foreign-owned companies account for almost
75 percent of Hungary’s exports. The industrial sector has
received some 55 percent of FDI.

Hungary stands as a model of telecom, banking and energy sector
cash privatization. One-third of all FDI has come from
privatization transactions. Majority share sales of state-owned
assets are essentially complete; minority, blocking, and golden
shares in major firms are next to go, and will proceed through
the stock exchange. New infrastructure projects, such as the
recently completed tender for the next generation, DCS 1800 MHz
mobile telephone system (won by a UK-U.S. consortium) are also
in progress. The private sector produces over 80 percent of GDP;
foreign owners control 70 percent of financial institutions, 66
percent of industry, 90 percent of telecommunications, 60
percent of energy production, and 50 percent of the trading
sector.

A year of high volatility on the Budapest Stock Exchange (BSE)
calmed in the first half of 1999, with the BUX index continuing
its recovering from its late 1998 Russia-crisis crash to roughly
75 percent of its July 1998 record high. Some of the dynamism of
1997 seems to be back, and the BUX has steadily ticked upward in
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the second quarter. The BSE added a number of firms in early
1999, and should approach a listing of 65-70 firms by year-end.
New privatization public offerings and growing investment from
the 1998 pension reform should boost private savings as well as
equity markets; with EU accession talks proceeding well,
portfolio managers are looking to Hungary to be the next EU
"convergence play".

84 percent of Hungary’s exports went to OECD countries, 73
percent to the EU, in 1998. U.S. exports to Hungary reached
roughly $440 million in 1998, up 10 percent over 1997. Hungary’s
exports to the U.S. increased 36 percent to about $1.5 billion.
U.S. firms also account for much of Hungary’s growing trade with
the EU. Hungary is ranked 68th among U.S. trading partners.
Primary U.S. exports include auto parts, computer equipment,
films, videos, and CDs. Hungary exports primarily electrical
machinery, machine tools, vehicles (non-railway), and organic
chemicals to the U.S.

B. Principal Gowth Sectors

The Hungarian government considers that Hungary could become a hub
for regional transportation, informatics, and finance. The
government's modernization plans stress this hub concept.

The following sectors are considered to have substantial growth
prospects in the coming years:

Telecommunications/Information Technology

The Hungarian Telephone Company (MATAV) is majority owned by
Ameritech (US) and Deutsche Telekom (German). The government
sold most of its remaining shares on the stock exchange in
November 1997. MATAV will lose its long-distance monopoly at
the end of 2001 and Hungarian and foreign companies are forming
new telecommunications consortiums to compete in this lucrative
market. Cellular companies, Westel (450), Westel 900, and
Pannon GSM have mobile services available across Hungary.
Although the telecom sector in Hungary was long underdeveloped,
telecommunication services have significantly improved, and
investment in value-added services, such as Internet access and
VSAT, are underway.

Services

Services, including financial services, advertising and
retailing, represent a growing industry in Hungary. These are
areas that only began developing several years ago and are now
becoming more competitive and customer friendly. A new

advertising law should increase revenues in this field, while
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services, as a whole should benefit from an expected increase in
consumption in 1998.

Automotive Industry

Major companies, including Ford, General Motors, Audi, Suzuki
and United Technologies Automotive, have established multi-
million dollar investments for auto-assembly and/or component
manufacture. Equally important, these companies are expanding
operations and manufacturing and seeking to use more Hungarian
components. Hungary has targeted increased investment in this
sector as a primary goal. While domestic demand for cars is
important, the basic rationale for automotive production in
Hungary continues: skilled and relatively low wage labor; an
ever-increasing automotive supplier and vendor network; a stable
economy; and a highly advantageous location.

Food Processing

Hungary has an outstanding agricultural base but significant
modernization is required in all fields including the food-
processing sector. Formerly, food processing was functional and
minimal, with little value-added. Given traditional strengths of
Hungary in this field, an infusion of new technology could offer
significant market take-off prospects.

C. Government Role in the Economy

Since 1989, the private sector in Hungary has grown from
approximately 20 percent to over 85 percent of GDP. The socialist-
led government of 1994-1998 accelerated the privatization process,
with significant progress in 1995-1997, notably in energy, banking
and telecommunications. Some 1,700 of 2,000 state-owned companies
were privatized between 1989 and 1999, with another 218 firms
still to go. The current government coalition intends to generate
about $500 million in privatization revenues in 1999, through
sales of state shares in power supply, textile, real estate,
chemical, pharmaceutical, and broadcasting firms. The government
has kept expenditures under 50 percent of GDP since 1997 and
targets 45 percent of GDP by 2002.

D. Balance of Payvments Situation

Hungary's bal ance of paynents situation inproved dramatically

bet ween 1994 and 1997, with the current account deficit declining
from$4 billion to an exceptionally low $987 mllion over that
period. The deficit widened in 1998, with the inpact of both
wor | dwi de financial turbul ence and an up-tick in the rate of
grow h of inports. The governnent projects a deficit of around



$2.5 billion in 1999, or about 5 percent of GDP, which should be
covered by non-debt creating foreign investnent in-flows.

E

I nfrastructure

Motorways

Hungary's transportation infrastructure is relatively developed
compared to other countries in the region; however, four-lane
highways only cover part of the country. The Government has
announced expansion plans that include linking all major cities
with four-lane highways over the next seven years. In addition,
Hungary has concluded preparation plans to build a European
Corridor from Venice, Italy to Kiev, Ukraine, including Hungary.
A BOT concession link on the M1 completed in 1995 reduced the
trip between Budapest and Vienna to less than three hours.

Railways

Hungary has an extensive railway system which links large and
medium size cities. Approximately 158 million passengers and 43
million tons of goods are transported annually across 7,600
kilometers of tracks (of this 2,184 kilometers is electrified).
Much of the tracks need to be upgraded to allow for faster
trains. In addition, MAV, the Hungarian Railway Company, plans
to modernize its ticketing system and management information
systems, which will greatly improve overall efficiencies and
operations of the railways.



Ailr

Hungary's major airport, Ferihegy, is located in Budapest. The
airport currently operates from two terminals. The completion of
Terminal 2's expansion at the end of 1998 will double the
airport's capacity. There is virtually no domestic air service
in Hungary except a few services during the summer months. Some
larger cities maintain airports for private aircraft and plans
have been discussed for transforming former Soviet air bases
into domestic passenger and cargo airfields.

Telecom

Hungary now has a highly developed telecommunications system as
indicated by segments of the country with 100 percent digital
service, and the choice of 450, 900, or 1800 MHz mobile service.
This level of service is in sharp contrast to the early 1990s
when the installed base was 1.5 million lines and a penetration
rate of 15 lines per 100 persons, resulting in a call completion
rate of only 40 percent. Major investments by Ameritech and
Deutsche Telekom in MATAV has resulted in 200,000 - 300,000 new
lines per year and a waiting period of less than one month
compared to several years. In addition, customer service has
considerably improved. MATAV holds a monopoly on international
calling into December 2001, at which time several companies are
expected to offer competitive service.

Utilities

Hungary has nearly privatized all its gas and electric
generation and distribution facilities, reaching privatization
levels of Great Britain. Foreign energy firms purchased power
generation plants with the intent to modernize and expand
capacities in order to meet new industrial demand as well as
replace capacity from the retirement of obsolete plants.
Approximately 43 percent of Hungary's electricity are generated
by the Paks nuclear facility (state-owned), which hopes to
double production by the year 2005. Gas and electricity price
increases have risen progressively and are expected to reach
world market levels.



III. POLITICAL ENVIRONMENT

A. Nature of Political Relationship with the United States

Bilateral relations between the United States and Hungary are
excellent. Euro-Atlantic integration and Hungary’s strong pro-U.S.
outlook enjoy solid support among all major political parties and
the public as a whole. Hungary’s integration with western
political, economic and security institutions continues to advance
with U.S. support. Hungary became a member of NATO in March 1999.
Throughout the Kosovo crisis, it proved itself a steadfast ally,
providing important political and logistical support during the
conflict. Hungary is contributing to the KFOR peacekeeping mission
in Kosovo, as well as several other international peacekeeping or
observer missions, including in Cyprus, Georgia, and Bosnia.
Hungary has hosted since 1995 an U.S. military base that supports
American SFOR troops in Bosnia. Hungary is also an active
participant in multilateral force, including serving as the
current chairs of the Missile Technology Control Regime and the
Chemical Weapons Convention.

The U.S.-Hungarian Mutual Legal Assistance Treaty (MLAT) went into
effect in August 1996. Hungary and the U.S. are partners in the
creation of the International Law Enforcement Academy (ILEA)
located in Budapest to train police officers from the region and
to improve cooperation in all areas of law enforcement. Hungary
and the U.S. are cooperating actively in the fight against
international organized crime. Hungary, along with the United
States, i1s among only eight countries in the world which are party
to ten key international conventions for combating terrorism. The
United States encouraged Hungary’s entry into the OECD (May 1996)
and supports Hungary’s bid for EU membership.

B. Major Political Issues Affecting the Business Climate

For the third consecutive time since free elections were
established in 1990, Hungarians voted incumbents out of office in
the May, 1998 general elections. The current governing coalition
promised to continue the previous policy of fiscal responsibility,
to pursue European integration, and initial ministerial
appointments inspired business confidence. Global financial
turbulence in the second half of 1998, and the extraordinary
events of the first half of 1999 (including three cycles of
flooding, and the Kosovo conflict) have made for a very difficult
policy-making environment. The central government budget for 2000
will be a key indicator of whether Hungary's coalition government
can make some very tough decisions on such contentious issues as
tax and health care finance reform. A strong economic recovery in
the EU will do much to relieve some of the pressure on Hungary's
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current account, but markets would welcome some fiscal
retrenchment, including a cautious approach to spending and more
conservative revenue estimates.

C. Brief Synopsis of the Political System

Hungary is a parliamentary democracy with a freely elected
legislative assembly that initiates and approves legislation. The
Prime Minister nominates the cabinet, and Parliament approves the
choices after open hearings. Viktor Orbén, the leader of the
Fidesz - Hungarian Civic Party, heads a center-right coalition
government which was formed in June, 1998, with the Hungarian
Democratic Forum (MDF) and the Independent Smallholders’ Party
(FKGP) . Fidesz controls 147 of the 386 parliamentary seats, and
the coalition as a whole controls 211 seats. The center-left
opposition is comprised of the Hungarian Socialist Party (MSZP)
and the Alliance of Free Democrats (SZDSZ). Although Hungarian
election politics have evolved into a contest between center-right
and center-left, in 1998 an extreme right party, the Hungarian
Justice and Life Party (MIEP) earned over 5 percent of the vote
nationwide and gained parliamentary representation. MIEP’s
influence during its first year in Parliament has been marginal.

IV. MARKETING U.S. PRODUCTS AND SERVICES

A. Distribution and Sales Channels

Retail and wholesale distribution is developing toward western
standards in Hungary. In the past, large, state-owned monopolies
controlled distribution, which was largely supply-driven. During
the transition period since 1989, the monopolistic state-
controlled trading companies have been privatized and/or broken
up, but a smooth-working demand-driven system has not fully
developed and some inconsistencies remain. Selection in size and
styles, particularly in clothing and apparel, still needs to
improve. However, the use of newer technologies, such as
electronic data interchange (EDI), is beginning to significantly
improve delivery of goods. Large-scale wholesaling is still
embryonic and it is not unusual for retailing and wholesaling to
be combined, sometimes even together with manufacturing.

Al t hough Hungary's retail sector now includes sone |arger
departnent stores and supermarkets, snmall famly-run stores are
still quite common. Exanples of foreign chains wth operations in
Hungary i nclude Auchan (France), Metro (CGermany), Mchelfeit
(Austria), |lkea (Sweden), Baumax (CGernmany), Humanic (Austria),
Julius Meinl (Austria), Penny Market (UK), Cora (France), Marks &
Spencer (UK), and Tesco (UK). A Hungarian corporation, Fotex

Hol di ng Co., has nade a significant inpact on the retail sector.
Fotex is involved in such diversified nmarket segnents as optical,
fil mdevel opi ng, audi o nedia, househol d appl i ances/ consuner

el ectronics, cosnetics and furniture. Recently, indoor shopping
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mal I s have arrived in Hungary and are now rapi dly expandi ng

t hr oughout the Budapest capital area, as well as in such najor
cities as Gy_r, Székesfehérvar, Debrecen, M skolc, Pécs, Szeged,
Kecskenet, Szonbat hely, Nyiregyhaza, Szol nok.

B. Use of Agents and Distributors

The use of local agents and distributors is recommended in those
instances when establishing a sales subsidiary is not feasible.
The Commercial Service of the U.S. Embassy can provide a head
start to firms seeking an agent or distributor in Hungary through
its Agent/Distributor Service (ADS) or Gold Key program. Further
information can be obtained by contacting Department of Commerce
District Offices in major cities in the United States or the
Commercial Service in Budapest (see contact numbers at end of this
Guide) .

C. Franchising

Selling sub-franchises, providing financing, setting lower master
franchise fees or using foreign master franchisees is the key to
succeeding in the Hungarian franchise market. Franchising is still
relatively underdeveloped in Hungary compared to U.S. or West
European standards. As a proportion of the retail sector, it lags
considerably behind the United States, Japan, and the EU. However,
inefficiencies in the delivery of goods and services and a
developing middle class suggest that there are significant
opportunities in franchising. Currently, there are about 200
franchise operations in Hungary. About half of these are foreign
owned. Certain well-managed franchisers, such as McDonald's (70
restaurants), Burger King (13 restaurants), Pizza Hut (17), and
Kentucky Fried Chicken (restaurants) have been rather successful.
Porst (a German film developing chain), Eastman Kodak, Adidas, and
car rental companies like Hertz are also well established.

D. Direct Marketing

Direct marketing is still in its incipient stages. Tel ephone and
direct mail solicitations are only now being exploited, due in
part to inproving tel ephone services (including frequently
changi ng nunbers). Alternate forns of marketing such as personal
presentati on marketing have been successfully enpl oyed by such
firme as Avon, Amway, Oiflanme (Sweden) and Tupperware. Wth the
i ncreasi ng penetration of cable and satellite TV and the grow ng
availability of credit cards, hone shopping channels are targeted
to a grow ng segnent of the popul ation.

E. Forns of Busi ness

Forns of business under Hungarian law include: joint stock Iimted
conpany ("Részvénytéarsasag or Rt."); limted liability conpanies
("Korlatolt Felel _sség_Tarsasag or Kft."); general partnerships
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("Kozkereseti Tarsasag or Kkt."); limted partnerships ("Betéti

Tarsasag or Bt."); cooperatives; sole proprietorships; and non-

profit organizations ("Kht."). Sole proprietorships conprise a

signi ficant chunk (over 65 percent) of all Hungarian busi nesses.
Foreign investors prefer limted liability conpanies.

Act CXXXI'I, currently in effect, allows the formation of branch
of fices of foreign conpani es beginning with January 1998. This act
is applicable to conpani es established after June 16, 1998.

In addition to the forns of business described above, foreign
conpani es may establish a Representative Ofice, Service Ofice or
Information O fice, which are allowed to conduct marketing and
techni cal support but not engage in trade.

F. Joint Ventures/Licensing

The establi shment and operation of joint ventures in Hungary has
been permtted since 1972. The foundati on of conpani es operating
with foreign participation is subject essentially to the sanme
treatnment as that of exclusively Hungarian-owned conpanies. In
1989, the earlier licensing procedure was abolished and today it
is sufficient to have the conpany sinply incorporated in the Trade
Regi ster. Foreign investors are allowed to purchase shares in
Hungarian firnms up to 100 percent mgjority participation. Joint
ventures and 100 percent foreign-owned ventures - as al

busi nesses in Hungary - are entitled to pursue foreign trade
activities.

It is also possible to establish joint ventures in duty-free
zones. In Hungary, in contrast to certain other countries, there
are no specific duty-free zones delineated for establishing joint
ventures. The |and area of any enterprise or that of plants

al ready existing or under construction can be declared as a duty-
free zone by custons authorities.

Since January 1, 1994, the establishnment of offshore conpanies is
also permtted in Hungary. Under the | aw on corporate taxation,

of f shore conpani es enjoy an 85 percent tax preference. An offshore
conpany nmust be a limted liability conpany or sharehol ders’
conpany regi stered in Hungary, and nust be wholly foreign owned.

G Steps to Establishing an Ofice

Regi stration of a new business entity nust be applied for at the
Court of Registration. A new Conpanies Act (Act CXLV of 1997),

whi ch canme into force on June 16, 1998, is intended to
substantially reduce the time required to regi ster a new conpany.
If the Court fails to act on the registration within 30 days for
limted liability conpanies (Kft.) and joint stock conpanies (Rt .)
and within 60 days for unincorporated business entities, the

regi stration beconmes effective autonmatically.

US entities planning to set up businesses in Hungary are advi sed
to consult with an experienced attorney and accounting firm
(Lists of law and accounting firnms nmay be obtained fromthe U S.
Enbassy's comrercial or consular offices.) In addition, it should
be noted that obtaining and renewi ng work and residence permts
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has becone increasingly onerous as the governnment attenpts to
crack down on illegal residents. U S. businesses are urged to hire
a law or accounting firmor a conpany that specializes in this
type of work to assist with the process.

H Sel ling Factors/ Techni ques

Hungari an purchasi ng deci sions are increasingly subject to

sophi sticated print and el ectronic nedia techniques. Billboards
and ki osks are layered with the | atest ads, skewed to young peopl e
and the rising mddle class, with pronotions of "trendy" western
lifestyles. It should be noted, however, that shoppers of all ages
and lifestyles often exhibit loyalty to Hungarian products
perceived to be of high quality. For mai nstream Hungari an
consuners, price and traditional habits (e.g., frequenting the

| ocal shopkeeper) still govern purchasing habits. Consuner

canpai gns, special offers and discounts are becom ng increasingly
conmon nmarketing practices in Hungary today.

| . Advertising and Trade Pronoti on

Most | arge Hungarian firnms engage in sone form of advertising. The
nost popul ar nedia (in order of preference) are tel evision, radio,
press, and outdoor billboards/signs. The Conpetition Law prohibits
advertisenents that m slead consunmers or endanger the reputation
of conmpetitors. The Advertising Law passed in June 1997,
liberalized advertising, including lifting a ban on adverti sing

al cohol , tobacco and pharnaceuti cal s.

LI ST OF NEWSPAPERS/ PERI CDI CALS
Maj or Daili es:

Napi Gazdaséag (Daily Econony)

1135 Budapest

Csata utca 32

Tel : 350- 4349

Fax: 350-1117

E-mai |l : napi @mil . el ender. hu

Honepage: www. napi . hu

M. Adam Danko (202-4962)- Editor in Chief

Vi | aggazdasag (Worl d Econony)

1016 Budapest

Naphegy tér 8

Tel : 375- 6722/ Ext . 2004

Fax: 375-4191

E-mai | : vg@i | aggazdasag. hu

Honmepage: ww. vi | aggazdasag. hu

M. Andréas Banki (202-4962) - Editor in Chief

Nepszabadsag (Peopl e's Freedom
1034 Budapest

Bécsi ut 122-124

Tel : 250- 1680

Fax: 368-9098

E-mail :

Honmepage: www. nepszabadsag. hu
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M. Pal EOtvos - Editor in Chief

Magyar Nenezet (Hungarian Nation)
1133 Budapest

Vi segradi utca 110-112

Tel : 359- 0500

Fax: 359-0651

E-mail: | evel @uail.nagyarneneet. hu
Honmepage: www. nagyar neneet . hu

Ms. Val éria Kornos - Editor in Chief

Nepszava (Peopl e's Voi ce)

1022 Budapest

Tor 6kvész at 30/ a

Tel : 326-8272

Fax: 326-8267

E-mai |l : nepszava@epszava. hu
Honmepage: www. nepszava. hu

M. H Laszlo Biro - Editor in Chief

Magyar Hirlap (Hungarian News Journal)
1087 Budapest

Kerepesi uat 29/ b

Tel : 210- 0050

Fax: 334-0712

E-mail: | evel ek@magyarhirl ap. hu
Honmepage: www. nagyarhirl ap. hu

Ms. Ilona Kocsi - Editor in Chief

Maj or Weekl i es and Peri odi cal s:

Fi gyel _ (Qoserver)

1071 Budapest

Varosligeti fasor 47-49

Tel : 344-9356

Fax: 351-0325

E-mai|l: figyel o@nubp. hu

Honmepage: www. figyel o. hu

M. Mkldés Merényi - Editor in Chief

Heti Vil aggazdasag (World Econony Wekl y)
1124 Budapest

Nenmet vol gyi Ut 62-64

Tel : 355-5411

Fax: 355-5693

E-mai |l : hvgrt @vg. hu

Honepage: www. hvg. hu

M. lvan Lipovecz - Editor in Chief

Engl i sh- Language Publ i cati ons:

The Budapest Sun

1122 Budapest
Varosmaj or utca 13, |
Tel : 214- 0390

Fax: 214-0388

E-mai |l : editor @psun. hu
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Honmepage: ww\. budapest sun. com
M. Chris Coward - Managing Director

Budapest Busi ness Jour nal

1055 Budapest

Szent |stvan koérat 11, I

Tel : 374-3344

Fax: 374-3345

E-mai | : editor @bj. hu

Honmepage: www. ceebi z. com

M. Chris Mirphy - Managi ng Editor

EcoNews (Daily Hungarian Econom c and Busi ness News Servi ce)
1016 Budapest

Naphegy tér 8

Tel : 375-6722, 318- 8204

Fax: 201-2209

E-mail :

Honmepage:

M. Adam Danké - Chief Editor

J. Pricing |ssues

State subsidies and price controls for many products have been
elimnated, allowing prices to be determ ned by market forces.
Al t hough the Hungarian Governnent continues to subsidize basic
services such as utilities, mass transit and pharnaceuti cal
products, recent price increases are bringing rates closer to
mar ket pricing principles. US. exporters should note that
Hungari an consumers are price sensitive; however, an expandi ng
m ddl e class is taking hold and slowi ng inflation seens to have
hel ped in stabilizing fluctuating consuner sensitivities.

K. Sal es Servi ce/ Cust oner Support

In general, sales service and custoner support has been a weak
link in the area of consuner trades. However, with increasing
penetration by western firnms and stiffer conpetition for val ue-
added services, responsiveness to custonmer needs and demands is
growi ng. Qperations that deal with the professional business
public are inplenenting many new custoner-oriented techni ques.

L. Selling to the CGovernnment

The Act on Public Procurenment of 1995 requires open tenders for
gover nnent purchases of goods exceeding HUF 10 mllion ($53,000 at
t he average 1995 exchange rate) and services over HUF 5 mllion
($26,500). Al though these requirenments have led to greater
transparency and fairness in government procurenent, problens have
surfaced in recent tenders.

An inportant devel opnent for defense contracts has been Hungary's
of fset policy. For big-ticket mlitary purchases, such as a
recently concluded mssile tender and a potential fighter aircraft
tender, the governnent requires 100 percent offset. This can take
the formof direct offset, investnment or export facilitation.

M Protecting Your Product from!| PR | nfringenent
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I n Septenber 1993, Hungary signed a conprehensive intell ectual
property rights (1 PR) agreenent with the United States. The
agreenent addresses copyright, trademarks and patent protection.
The U.S. governnent tracks the Hungarian government's enforcenent
on a regular basis to ensure conpliance with the agreenent.

Hungari an patent |egislation provides protection for a twenty-year
period under condition that the patent be used within four years
of the date of application or three years fromthe date of issue.
Copyright protection is extended to literary, scientific, and
artistic creations, including software. Tradenarks can be
registered in FUngary, however, the process can take from six
nonths to a year. Foreigners are required to appoint a |oca
attorney to represent them Registrations are valid for ten years
and can be renewed.

U. S. conpani es have concerns about trademark infringenents,
particularly in retail clothing and food products, and
appropriation of pharmaceutical patents. A najor conplaint with
respect to IPR protection in Hungary has been the | ack of
enforcenent, particularly in the areas of software, sound

recordi ngs, videotapes, novies, and cable TV. Another conplaint is
that in cases of infringenment, court proceedings can be very tine
consum ng and injunctive relief is difficult to receive.

N. Need for a Local Attorney/ Accountant

As a standard practice, |legal counsel should be retained when
engagi ng in business in Hungary. Al legal work in Hungary nust be
conpl eted by attorneys who are accredited to practice lawin
Hungary. Many contracts require notarization as well. Severa
leading U.S. law firnms nmaintain representational offices in
Hungary and provide a wi de range of services for their clients. An
experienced accounting firmshould be consulted as well. Lists of
accounting and law firnms nmay be obtained fromthe U S. Enbassy's
commer ci al and consul ar secti ons.

O Performng due D ligencel/ Checki ng Bona Fi des of
Banks/ Agent s/ Cust oner s

This field is inits enbryonic stages in Hungary but rapidly
devel oping with a growi ng need to nonitor banks and/or agents and
their clientele. According to a mgjor U S. bank, the Cedit
Reporting Law (Htelintézeti torvény) regul ates sone of the
checks, but currently it is an option for a bank domciled in
Hungary to be party to this agreenent. The follow ng institutions
currently provide credit checks and simlar services to custoners:
Credit Reforminterinfo Kft. (German), Reuters, G rodat

| nf or maci 6- Szolgaltatdo Rt. and Dun & Bradstreet. The U. S.
Commerci al Service al so eval uates the bona fides of Hungarian
busi ness entities. This service, known as International Conpany
Profile, may be ordered from Departnent of Commerce District
Ofices inmjor US. cities.

V. LEADI NG SECTORS FOR U. S. EXPORTS AND | NVESTMENT
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A. Best Prospects for Non-Agricul tural Goods and Services

1 - TRAVEL/ TOURI SM SERVI CES ( TRA)

U S travel and tourismfirns are present in the Hungarian market
t hrough equity investnents, managenent or licensing in several
maj or hotels, including the Marriott, Hlton, Inter-Continental,
Gand Hotel Hungaria (Best Wstern), Radi sson Béke and Hyatt
Atrium The first apartnent hotel of the Marriott chain was opened
in Budapest in 1997. U S. car-rental chains, Hertz, Budget and
Avi s, tour operators Tradesco Tours, Travel One, Getz and Anerican
Express are in operation in Budapest. Since the Kosovo war is
over, a revival of the tourismindustry is wi dely expected in
Hungary.

Tourismis of key inportance to Hungary, directly generating 10
percent of GDP and about 15-20 percent indirectly. The further
devel opnent of the tourismindustry will require additional

i nvestnents of around $1 billion, including a conference center
for 4000-5000 people, new hotels in the countrysi de near therma
and nedi ci nal bath and conversion of stately honmes into hotels.

Statistical figures are in USD mllions. Exchange rate: $1 = HUF
214 (1998).

1997 1998 1999
TOTAL SALES 2245 2504 2500
SALES BY LOCALLY- OANED
ESTABLI SHVENTS 1288 1296 1300
FOREI GN SALES BY LOCAL
ESTABLI SHVENTS N A N A N A
SALES BY FOREI G\- O\NED
ESTABLI SHVENTS 957 1208 1200
| MPORTS FROM THE U. S. A 162 162 190

Sone of the statistics were provided by the Central Statistical
O fice, others are unofficial estinmates.

2 - FRANCH SI NG (FRA)

Franchising is relatively new to Hungary and nost narket segnents
are underdevel oped. Franchi se trade accounts for approx. 3-5
percent of retail trade turnover in Hungary, but this figure is
expected to double in five years. There are about 200-250
franchi se busi nesses operating in the country. In terns of dollar
val ue, about half the ventures are foreign owed and half are
Hungari an owned. The bul k of franchise operations in Hungary are
found in the fast food sector, certain retail sectors such as

cl ot hing, photo service, copying/printing, gas stations, business
servi ces, and hotels.

Al nost any type of franchise woul d have sone potential, including
aut onoti ve products and services, property nmanagenent, hardware,
hone nmai ntenance, parking facilities, passenger and cargo
transportation, recreation and travel, rental and distribution
servi ces and conveni ence stores. Successful franchisers have
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nodi fied their approach to fit the realities of the Hungarian
mar ket pl ace, utilizing sub-franchisees, providing financing and
obtai ning forei gn nmaster franchisees.

U. S. franchise involvenent is domnant in the fast-food sector,
e.g., MDonald' s (with 70 restaurants), Burger King (8), Wndy's
(2), Pizza Hut (14), and Kentucky Fried Chicken. Qther U S
franchi ses include Levi's, Eastman Kodak, Adidas, Lee's and Hertz.

Figures are in USD mllions. Exchange rate: $1 = HUF 214 (1998).

1997 1998 1999
TOTAL SALES 735 870 914
SALES BY LOCALLY- OANED
ESTABLI SHVENTS 441 522 502
FOREI GN SALES BY LOCAL
ESTABLI SHVENTS NA NA N A
SALES BY FOREI G\- O\NED
ESTABLI SHVENTS 294 348 412
| MPORTS FROM THE US 147 174 206

The above statistics are unofficial estinmates based on figures
provided by the Central Statistical Ofice and Hungarian Franchi se
Associ ati on.

3 - MEDI CAL Equi prrent/ Heal t hcare Technol ogy (MED)

The market for nedical equipnent is domnated by inports that
account for 80-85 percent of the total market. American nedi cal
products account for 10-15 percent of the sector’s total inports.
The estimated average grow h rate of the Hungarian nedi cal

equi pnent mar ket for 1998-2000 is 3-4 percent annually.

Hungary’s health care systemis under-funded, still dom nated by
the state and adm ni stered by the National Health |nsurance Fund.
The Fund is supposed to be self-sustaining, based on conpul sory
payrol |l contributions fromboth enpl oyers and enpl oyees. Hungary
has opted to retain predom nantly publicly funded health system
wi th increasing degree of private service provision. Privatization
of health services has proceeded nost rapidly in the
pharmaceuti cal and dentistry areas, where a | arger share of costs
has been shifted onto househol ds. New nechani sns have been
established to allow private physicians, general practitioners to
act as independent contractors to public health financing

agenci es. Private sector devel opnent has been inportant for

anbul atory and di agnostic services, and negligible for hospital
care.

Health care in Hungary is suffering fromstructural inbal ances.
The on-going reformis reorienting the health sector from
institutional toward prinmary care with priority given to
preventative nedicine and prinmary care.

When purchasi ng nedi cal equi prent, custoners | ook for established
conpanies with reliable after-sales service and nai nt enance.
Institutions have nore or less a free hand within their budget to
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deci de what to buy and where to buy. Medical products are mnarketed
in Hungary mainly through local distributors. Leasing of nedical
equi pnment has little tradition in Hungary. Al so, the Hungarian
medi cal sector is not very receptive to purchasing
used/ r ef ur bi shed medi cal equi pnent. Health care providers prefer
to pay nore for new equi prent, even if it neans a |onger waiting
tinme for the funds.

The best sales potential for U S nedical equipnment in the com ng
years are expected to be in the follow ng areas: Cardiovascul ar
and Nucl ear nedi ci ne (diagnostic & therapy equi pnent); D agnostic
equi pnment & surgi cal devices; D agnostic imging with special
enphasi s on X-ray equi pnent; Laboratory diagnostic equi prent;
Health care information systens. A countryw de X-ray Machi ne

Repl acenent Program started in 1998 conducted by the Heal thcare
Mnistry. During the 4-year plan, the state is planning to buy

i ncreasingly sophisticated equi prent.

The Act of Public Procurenment of 1995 requires open tenders for
all purchases of goods exceedi ng $50, 000 and for services over
$2,500. Private sector has a limted share in the Hungarian health
care sector. Various nunicipalities ow nost hospitals and
clinics. Only 18 national institutes and rehabilitation centers
bel ong directly to the Healthcare Mnistry. The Hungarian health
care systemoperates on the basis of dual financing. Mjor

i nvestments, equi prent purchases are financed by the owners or co-
financed with the Healthcare Mnistry fromthe central budget. Al
recurrent expenditures of the daily operations, including

di sposabl es are financed by the National Health Insurance Fund on
the basis of diagnostic related group (DRG. There are no private
hospi tal managenment conpanies in Hungary and there is only one
private hospital in the country.

Third country conpetitors include German, Austrian, Italian and
Japanese firns.

Figures are in USD mllions. Exchange rate: $1 = HUF 214 (1998).

1997 1998 1999
TOTAL MARKET SI ZE 160 165 170
TOTAL LOCAL PRODUCTI ON 30 32 34
TOTAL EXPORTS 10 13 16
TOTAL | MPORTS 140 146 152
| MPORTS FROM THE U. S. 22 23 25

“The above statistics are unofficial estinates”.
4 - PCLLUTI ON CONTRCL (PQL)

In 1999, the Governnent of Hungary’'s expenditures on environnental
protection are scheduled to increase to approxi mately $600
mllion. The two largest itens in the environnental budget are
wast e managenent and water protection. The driving forces for

i ncreasing pollution control expenditures are recent |aws and
governnent regulations wth the aimto harnonize with EU

| egi slation. However, in the EUs recent opinion of Hungary’s
prepar edness for accession, the environnent was singled out as an
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area that badly needs to be upgraded. The National Environnental
Action Plan was passed by the Parliament in 1997. Once it is

enact ed, annual spending on environnental protection will near the
Eur opean average of 2 percent of GDP. Currently, Hungary’s
spendi ng on environmental projects is lowwth 1.2 percent of GDP

Wth the privatization of the energy sector, the chem cal and
pharmaceuti cal industries, Wstern investors are bringing a higher
| evel of environnental consciousness as well as new technol ogi es
to address environnental concerns. The United States is the

| argest investor in Hungary. Therefore, U S. pollution control

t echnol ogi es have excellent potential to penetrate the market
along with the new manufacturing technol ogi es. The Hungari an
market is receptive to US pollution control equipnent for its high
quality. Local productionis limted -- inports account for 60-70
percent of the total environmental narket,

i ncludi ng products and services. Third country conpetitors include
Germany, Austria, and the UK

Figures are in USD mllions. Exchange rate: $1 = HUF 214 (1998).

1997 1998 1999
TOTAL MARKET SI ZE 500 550 600
TOTAL LOCAL PRODUCTI ON 200 215 240
TOTAL EXPORTS 15 18 20
TOTAL | MPORTS 315 353 380
| MPORTS FROM THE US 25 28 32

“The above statistics are unofficial estinates”.
5 - GENERAL CONSUMER GOODS (GCGO

The Hungari an general consuner goods narket continued a nodest
expansion in the past few years. The general non-durabl e consuner
goods cover apparel, cleaning preparations, cosnetics, |eather
products (shoes, |uggage and personal |eather goods), food and
beverages, jewelry, sporting/athletic goods, dolls and toys. Mjor
brands such as Levi’'s, Liz d aiborne, Reebok, N ke, P&5 Johnson &
Johnson, Col gate, Sansonite, Pepsi Cola, Douwe Egbert, Heinz,
Hasbro and Mattel Toys are all represented here. New brands appear
|l ess frequently in the market than a couple of years ago but the
quantity sold of branded products shows an increase. The inport of
general consuner goods was |liberalized continuously after the
econom ¢ changes in 1990 with the latest |iberalization of
textiles and apparel fromWrld Trade Organi zation (WO countries
at the beginning of this year. The donestic production of general
consuner goods is significant too but it is nostly small private
conpanies or famly enterprises that conpete with each other in
terns of gaining market share. The only exception is the food and
beverage market, which is ruled by | arge conpani es and
cooperatives. American, CGerman, Italian and Austrian conpani es
have either opened up | ocal operations and distribution outlets,
or they inport consuner products through donestic distributors.

Ceneral consuner goods, especially apparel, cosnetics, sone food
and beverage products as well as unbranded footwear still enter
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the country illegally and are sold at | ower than normal retail
prices on the black market. Illegal sellers of such products avoid
payi ng VAT (25 percent) and inport duty (average 8-11 percent).
Therefore the total narket size is probably larger than
represented in the table bel ow

Figures are in USD mllions. Exchange rate: $1 = HUF 186.6 (1997).

1997 1998 1999
TOTAL MARKET SI ZE 2850 2975 3109
TOTAL LOCAL PRODUCTI ON 3431 3585 3746
TOTAL EXPORTS 2977 3110 3250
TOTAL | MPORTS 2393 2500 2613
| MPORTS FROM THE US 148 154 163

The above statistics are unofficial estinmates based on the
Hungarian Statistical Ofice and Kopi nt-Datorg Market Research
Institute publications.

6 - COWUTERS & PERI PHERALS ( CPT)

The size of the Hungarian IT market is estinmated by | nternational
Data Corp. (IDC) to have reached USD 1.1 billion in 1998.
Forecasts indicated USD 1.2 billion for 1999, USD 1.3 for 2000 and
USD 1.4 billion for 2001. The IT market is expected to increase by
9-10 percent annually. Hardware sal es conprised 52 percent of a
USD 989 milion IT market in 1997, whereas software accounted for
16. 3 percent and services 31.7 percent. Hungary can be consi dered
t he nost developed IT narket in the East-European region (in 1998:
1.36 mllion PCs were in use, PC penetration: 9 percent).
Forecasts indicate the sale of 214,000 PCs for the year 2000. The
mar ket share of “brand nanmes” is about 40 percent, whereas “no
nane” conputers represent 60 percent of the market. (Leading
brand- nane suppliers are Conpaq 14 percent, Al baconp (Hungary) 12
percent, IBM HP, Dell, Acer, Packard Bell, and Sienens). In 1998,
the share of black nmarket sales was still considerable at 30
percent of the total market. (Conputers assenbled fromparts
illegally inported fromthe Far East.) This is due to the fact
that 5 percent inport duty is inposed (plus 25 percent VAT) on
conmputers and parts. The U S. is a narket |eader conpeting with
ICL, divetti, Bull, Sienmens, Toshiba and Tulip

O the 6-700,000 estimated Internet users, only 70-80,000 are
subscribers (dial-up) with one of Hungary’s 30 conmerci al |nternet
service providers, the rest of the users have access to the Net

t hrough educational institutions, governnent offices,

mul tinational conpani es and banks through nmanaged | eased I|i nes.
The nunber of Internet users doubles annually. Best sales
prospects in this sector are personal conputers, NT servers, UN X
servers, and data conmuni cati ons equi pnent.

The National Council of Justice coordinates and fi nances a USD 40
mllion project (JUSTICI A NET) spread over for 5 years starting in
2000. The project ains to establish |ocal area networks at 152
courts to be connected into a nati onwi de WAN. Network access to
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nati onal and internati onal databases would be avail able as well as
docunent and wor kfl ow managenent and spreadsheet handli ng.

Figures are in USD mllions. Exchange rate: $1 = 214 HUF (1998).

1997 1998 1999
TOTAL MARKET SI ZE 398 2575 2605
TOTAL LOCAL PRODUCTI ON 1420 3999 4175
TOTAL EXPORTS 1350 1724 1900
TOTAL | MPORTS 328 300 330
| MPORTS FROM THE U. S. 47 52 57

The above statistics are unofficial estinmates based on parti al
data fromthe Central Statistical Ofice.

7 - TELECOVWUN CATI ONS EQUI PMENT ( TEL)

MATAV, the Hungarian Tel ecommuni cations Co. operated 2,671, 790
lines at the end of 1998 including 70,642 | SDN channels MATAV
invested USD 3.2 billion between 1994-1999. MATAV services cover
80 percent of Hungary, the phone penetration in 36 of MATAV s
primary areas reaches 35.4 percent. (In 1988, it was only 8.1
percent.) Density on main lines is likely to reach 40 percent in
t he conpany’s service areas by the end of 2000. The network
digitalization rate is 75.7 percent. The |ocal tel ephone operators
(LTGs) cover the rest of Hungary operating 781,595 lines in 18
primary areas. MATAV (owned by Ameritech and Deut sche Tel ecom in
59.6 percent) has the nonopoly to provide |ong distance and

i nternational public switched services until the end of 2001, the
LTGCs have nonopoly rights for |ocal services until Novenber 1
2002. Discussions are taking place to shorten MATAV s nonopoly by
one year. Public switched data transm ssion services are not
regul at ed by concessi ons.

Mobil e tel ephony is a fast-grow ng tel ecommuni cation sub-sector in
Hungary. Mobile service providers experienced a nuch higher growh
rate than antici pated: the nunber of subscribers reached 1.21
mllion as of May, 1999 and is expected to anount to 2.5 mllion
by 2000. There are three nobile service providers in Hungary.
West el Radi ot el ephone Co. Ltd. was established in 1990 for a 450
MHz nobil e cellul ar communi cations system (MATAV 51 percent - Medi a
One 49 percent). By May 1999, it had 100, 000 subscri bers.
(I'nvestment of USD 67 milion. ) In 1993, two concessions were

i ssued for 900 MHz digital (GSM cel | ul ar systens. Westel 900
(Medi a One 49 percent- MATAV 51 percent) and Pannon GSM (a

Scandi navi an/ Dut ch/ Hungari an JV) started operations in 1994,

West el 900 reached 660, 000 subscribers in May 1999 with USD 334
mllion invested. Pannon GSM had 450, 000 subscri bers, having so
far invested USD 500 mllion. On June 15, 1999 a concessi on on DCS
1800 MHz nobil e phone service was awarded to a consorti um of

Ai rtouch/ Vodaf one and RWE Tel | i ance, Cernmany. Antenna Hungari a,

t he Hungari an Broadcasting Co. wll have a 20% share in the
consortiumand the Hungarian Post, 10% Total investnent in the
comng two years will anmount to USD 500-700 mllion. In 1999,

about USD 150 mllion, in 2000 about USD 200 mllion will be spent
on equi pnent (base stations, nobile switches, antennas etc.).
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Figures are in USD mllions. Exchange rate: $1 = HUF 214 (1998).

1997 1998 1999
TOTAL MARKET SI ZE 392 343 438
TOTAL LOCAL PRODUCTI ON 200 202 204
TOTAL EXPORTS 43 78 85
TOTAL | MPORTS 235 219 319
| MPORTS FROM THE U. S. 40 26 30

The above statistics are unofficial estinmates based on parti al
data fromthe Central Statistical Ofice.

B. Best Prospects for Agricultural Products

1 - SEEDS

Planting seed: Hungary is a traditional agricultural exporter. In
that vein it inports high quality planting seed for propagation
and production. U S. exports of vegetable, grass, forage and, in
particular, field corn seed have been traditionally strong in this
market. One limtation for new exporters is that the market is
wel | established and trade |inkages are solid. Exporters should be
aware that market l[imtations exist due to Hungary's tariff rate
quota system Hungary has had | egi sl ati on governi ng the use,
registration and inports of GMO materials. The first foreign GVO
varieties had been approved for trials in spring, 1999.

A. NAME OF SECTOR SEED, 1,000 METRI C TONS

1997 1998 1999
B. TOTAL MARKET SI ZE 260 280 300
C. TOTAL LOCAL PRCDUCTI ON 360 395 410
D. TOTAL EXPORTS 95 100 100
E. TOTAL | MPCRTS 12 11 13
F. I MPORTS FROM THE U. S. 3 2 3

2 — SOYBEAN MEAL

Soybean meal : Hungary is a | arge producer and exporter of
livestock and products. Annual consunption of soybean neal is
about 500,000 netric tons. Hungarian inporters have strong ties to
Sout h Anerican soybean pellet exporters. However, the market is
price sensitive. If Anerican soybean neal is price conpetitive
with South American pellets, Hungary will typically opt buy

Aneri can.

A. NAME OF SECTOR SOYBEAN MEAL, 1,000 METRI C TONS

1997 1998 1999
B. TOTAL MARKET Sl ZE 522 510 530
C. TOTAL LOCAL PRODUCTI ON 8 10 14
D. TOTAL EXPORTS 0 0 0
E. TOTAL | MPORTS 514 500 510
F. I MPORTS FROM THE U. S. 7 10 10
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3 — BOVI NE SEMEN

Bovi ne senmen: Hungary's dairy industry is based on U S. breeds.
Demand for high quality bovine senen for dairy cows is strong and
U S. exports inthis area are significant. One limtation for new
exporters is that the market is well established and trading

| i nkages are solid. Exporters should be aware that market
[imtations exist due to Hungary's tariff rate quota system
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A. NAME OF SECTOR BOVI NE SEMEN, USD M LLI ON

1997 1998 1999
B. TOTAL MARKET SI ZE 10. 00 9.00 9.00
C. TOTAL LOCAL PRODUCTI ON 8. 80 7.80 7.60
D. TOTAL EXPORTS 0. 50 0.60 0.40
E. TOTAL | MPORTS 1.20 1.20 1.20
F. I MPORTS FROM THE U. S. 0. 88 0.90 0.90

4 — PQULTRY BREEDI NG STOCK

Hungary is a producer and exporter of poultry breedi ng stock and
poultry. U S exports of poultry breeding stock, particularly baby
chi cks for chicken broiler and | ayer production, are strong. One
limtation for new exporters is that the market is well
establ i shed and trade |inkages are solid.

A, NAME OF SECTOR PQULTRY BREEDI NG STOCK, USD M LLI ON
1997 19981999

B. TOTAL MARKET Sl ZE 78. 00 77.0080. 00

C. TOTAL LOCAL PRCDUCTI ON 76. 00 75.0074. 00
D. TOTAL EXPORTS 9.00 9.10 9.00
E. TOTAL | MPORTS 8.70 8.50 9.50
F. I MPORTS FROM THE U. S. 2.00 2.00 2.00

5 — DRIED FRU TS & NUTS (I NC. PEANUTS)

Hungary has wel | - devel oped sweets, confectionery and bakery

i ndustries. Household baking is also traditional. Consunption of
dried fruits (including raisins) and nuts(including peanuts)

i ncreases. Industry | ooks for better quality and hi gher val ue
added raw materials. This neans better conpetitive positions for

t he nore expensive US products. Cheap devel opi ng country suppliers
have wel| set market positions. Substantial parts of US inports
are re-exported from Germany, Austria or other Wst European
countri es.
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A. NAME OF SECTOR DRIED FRU TS & NUTS (I NC. PEANUTS) USD $M

1997 1998 1999
B. TOTAL MARKET Sl ZE 22.0 29.3 24.0
C. TOTAL LOCAL PRODUCTI ON 17.6 24. 8 19. 4
D. TOTAL EXPORTS 4.4 4.5 4.6
E. TOTAL | MPORTS 10. 4 11. 8 12.0
F. I MPORTS FROM THE U. S. 2.1 2.3 2.3
6 - BEEF

Low cattle nunbers’ and live beef cattle exports’ results in

absol ute and quality beef shortages, in spite of |ow donestic
consunption. Meat processors need inported beef and edible offals,
hotel s want high quality beef. Inport tariffs, in general, are

hi gh but preferential tariffs under quota are avail abl e and may
facilitate the inports of US beef.

A. NAME OF SECTOR BEEF, 1000 Mr

1997 1998 1999
B. TOTAL MARKET SI ZE 44.0 45. 0 45. 0
C. TOTAL LOCAL PRODUCTI ON 44. 6 44.0 43.0
D. TOTAL EXPORTS 10. 5 11.0 11.0
E. TOTAL | MPORTS 9.7 12.0 13.0
F. I MPORTS FROM THE U. S. 3.0 3.0 3.0

C. Significant |Investnent Qoportunities

As much of Hungary's state-owned industry has been privatized,
opportunities for investing by nmeans of privatization are
declining. No further |arge-scale privatization prograns are

pl anned. In the energy sector, the governnent is still discussing
the nmethod of privatization for the Hungarian El ectric Wrks
(M), including the Paks nucl ear power plant. Sone of the
subsidiaries of the national railway, MV, are being sold off.
Geenfield investnents as well as equity investnents in private
conpani es remai n excel |l ent opportunities in Hungary.

The governnment of the United States acknow edges the contribution
that outward foreign direct investnent nakes to the U S. econony.
US foreign direct investnment is increasingly viewed as a

conpl enent or even a necessary conponent of trade. For exanpl e,
roughly 60 percent of U S. exports are sold by U S. firns that
have operations abroad. Recogni zing the benefits that U S
external investnent brings to the U S. econony, the governnent of
the United States undertakes initiatives, such as Overseas Private
| nvest ment Corporation (OPIC) prograns, Bilateral |nvestnent
Treaty Negotiations and business facilitation prograns, that
support U S. investors.
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VI . TRADE REGULATI ONS AND STANDARDS

A. Trade Policies and Barriers

Al t hough a foundi ng nenber of the Wrld Trade O gani zation (WO,
Hungary has not always had the best reputation for free and
unencunber ed trade policies. However, the country's record has

i nproved significantly during the past 5 years. Hungary’s average
nost - f avored-nation (MFN) duty rates have been gradual ly
decreased, from 13.6 percent in 1991 to about 8 percent in 1998.
An 8 percent duty surcharge that was introduced in March 1995 was
elimnated on July 1, 1997. Furthernore, under WO rul es, Hungary
will elimnate quotas on textiles, clothing, and other industri al
products by 2004. From January 1, 1998, inport |icenses are no

| onger required for inports originating in WO nenber states in
the foll owi ng product areas: new vehicles with an engi ne capacity
greater than 1500 cc, apparel, nedicine, used clothes, string and
thread, carpets, and those types of radio receivers not produced
in Hungary.

Hungary’ s Trade Associ ation Agreenent with the EU, which becane
effective in February of 1994, provided for an asymetri cal
liberalization of trade over the next 5 years. Tariffs for

i ndustrial products inported fromthe EU and Central European Free
Trade Association (EFTA) countries are being gradually elimnated
by the end of 2001. At the Copenhagen summt conference in 1994,
further EU concessions were announced which exenpted over 90

i ndustrial products fromcustons duties and

guot as begi nning January 1, 1995 (2 years before it would have
been officially required by the Association Agreenent).

U. S. conpanies, particularly exporters, have recently raised
concerns about the conpetitive inpact of potential trade
disparities between EU-origin and U S.-origin goods. The U. S.
Enbassy and the Ofice of the USTR are currently review ng the
situation with respect to possible reverse preferences for EU
products. One of the nost inportant devel opnents influencing trade
bet ween the EU and Hungary has been t he so-cal |l ed Pan- Eur opean
Cunul ation System (PECS), conprising a set of EU bil ateral
agreenents, which ains to harnonize standards and rul es-of-origin
| aws between the EU, European Free Trade Area (EFTA), CEFTA, and
ot her countries on the periphery such as the Baltic States (a
total of 29 countries). The Governnent of Hungary joi ned the PECS
on Decenber 28, 1996, with an effective date of July 1, 1997.
Under the PECS, conpanies that inport inputs from outside the
cunul ation area nmust pay duty in order to take advantage of free-
trade preferences when exporting their finished goods to PECS
countries. If, on the other hand, the inporter opts to receive a
so-call ed duty drawback (credit for duty paid when the input is
inmported), eligibility for preferences is |ost and the finished
product nust be exported on the standard MFN basi s.

Hungary’' s trade agreenents with the EU, EFTA, and CEFTA nenber
states traditionally set the rate of |ocal content requirenent at
50 percent for industrial products to qualify for preferential
treatment. However, under the new regul ations on certificates of
origin (the so-called “diagonal rule-of-origin cumulation”), if
raw materi al s and/ or conponents originating in any of these
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countries are processed in Hungary and then re-exported to EU
territory, the value of raw materials and conponents will be
consi dered | ocal content.

Hungary mai ntains a gl obal quota on inports of consuner goods.
Sone U.S. firns have conpl ained that they have been unable to
obtain sufficient quotas to properly supply the market in certain
product categories. Many such cases have been handl ed successfully
on a case-by-case basi s.

The Custons Law, passed in |late 1995, elimnated duty-free

i nportation of capital goods by foreign-owned conpanies. The | aw
was i ntended to place donestic investors on an equal footing with
non- Hungari an i nvestors, but likely elimnated a prior incentive
to invest in Hungary.

Non-tariff barriers in Hungary include |ack of transparency with
respect to the creation and application of |laws and regul ati ons.
Furthernore, the absence of a prior notice or review period often
| eaves conpanies with little opportunity to influence the outcone
or plan ahead. Several governnent procurenents have resulted in
unsuccessful tenders, been challenged in court for technica

viol ations, or pronpted conplaints that they were politicized.

B. Custons Val uati on

Custons Valuation is on an ad val orem basis. However, U S firnms
have conpl ai ned that the val ue of inported products is not always
accurately assessed. The Custons Law decl ares the principle of the
pronpt paynent of the "custons debt." Custons debt conprises the
custons duty assessed, the general turnover tax (VAT) - usually 25
percent of value, the consunption tax, any statistical fees and

t he custons cl earance fee (1 percent on goods originating from
GATT nenber countries), and any m scel | aneous fees such as road
fund contributions and/ or environnmental protection fees. The
custons debt is due and payable within 5 busi ness days foll ow ng
notification thereof.

A. Inport Licenses

An estinmated 90 percent of inported products no |onger require an
import license; however |icenses are still required for sone
consuner goods (those subject to quota), including autonobiles,
and textiles. Products which are typically controlled in the
United States and other western countries such as arns/ammunition,
mlitary equi pnment, hazardous materials, materials for biological
weapons, psychotropi c products, nuclear products and urani um ore
are simlarly controlled in Hungary.

Begi nning with January 1, 1998, Hungary inplenmented | arge-scale
liberalization with respect to the inportation of certain

i ndustrial products pursuant to the Europe Agreenent concl uded
with the EU. Hungary’'s obligations were nmet by reducing tariffs on
new aut onobiles with an engine size larger than 1, 500cc,
transmtter and reception devices, baby food, human nutritional
addi ti ves and non-woven coated textile products not manufactured
in Hungary.
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D. Export Controls

Most hi gh-tech western technol ogy can flow to Hungary wi t hout
export |icenses. However, sone equi pnent (e.g., dual-use

t echnol ogy and defense products) still requires export |icenses
fromthe Bureau of Export Administration (U S. Departnent of
Conmmerce), Departnent of State and/ or Department of Defense.

E. I nport/Export Docunentation Requirenents

Al inporters and exporters nust file a VAM 91 docunent, which can
be obtained from Hungari an Custons. Essentially, this docunment
serves as a declaration for the type and nunber of goods being

i nported or exported. This docunment must contain the Product Code
Nunmber, which identifies the classification of the goods. The
Product Code Nunber can be obtained fromthe Central Statistical
Ofice.

For consuner distribution, the inporter nmust have a certification
docunent fromthe Commercial Quality Control Institute (KERM);
goods cannot be customcleared without the KERM permts. O her
products destined for industrial production, such as raw
materials, will need a waiver of certification. Wth reference to
certain consuner products, KERM may permt docunentation from

ot her testing and certification agencies such as the National
Institute for Drugs and the Quality Control Ofice of the Building
| ndustry.

Finally, those products whose trade is still controlled by the
government (see above) require the appropriate Iicense fromthe
M ni stry of Econom cs.

F. Tenporary Entry

Products may be brought into Hungary on a tenporary basis for
exhibition in trade fairs or as sanples. U S. exporters can obtain
a carnet fromtheir |ocal Chanber of Commerce (the carnet is good
for 1 year). The carnet lists the products and provides duty-free
entry. An alternative nmethod is to post a bond with Hungari an
Custons equivalent to the duties to be paid on the product. The
amount is then refunded once the product has been validated as
having left the country. Goods -- typically materials or
parts/accessories -- which are brought into Hungary for re-export
after additional processing may enter duty-free. The Hungari an
conpany mnust denonstrate that it has a contract with a foreign
conpany that conm ssions the work. Custons will issue a tenporary
inmport permt. In some cases, Hungarian Custons may request a
deposit for custons duties. There are procedures for duty refunds
on re-exports but these can be conpli cat ed.

G Labeling, Marking Requirenents

Strict rules apply to I abeling and marki ng of food, cosnetic and
househol d products. The rules apply to both donestic and inported
products. The primary requirenment for food is that |abeling
i nformation nmust be in Hungarian. The | abel nust give the
follow ng information: net quantity, nanme/address of producer (or
i nporter), consunption expiration date, reconmended storage
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tenmperature, listing of ingredients/ additives, energy content and
approval synbols fromthe National Institute of Food Hygi ene and
Nutrition (CETI) and, or the Commercial Quality Testing Institute
(KERM ) .

Cosnetics, which are regul ated by CETlI, should indicate: product
denom nation, function, handling (precautionary) instructions,
production date, utilization expiration date, quantity of product,
producer/inporter information. There are specific marking and

| abeling requirenents for human and ani mal pharnmaceuti cal s.

Sone Anerican firms have conpl ai ned about high fees and sl ow
processing to obtain approvals from OETI and KERM .

H Prohibited | nports

According to section 186/a 1994 of the Hungarian Gazette, Hungary
does not prohibit the inportation of any product. However, specia
permts are required for the inportation of such itens as
endanger ed speci es, plants, environnental |y hazardous products,
and certain drugs.

| . Standards

There are currently two types of standards: national and sectoral.
Nati onal standards are issued by the HSO and conformto
international norms. Hungary is a signatory to the GATT Agreenent
on Technical Barriers to Trade (Standards Code) and of course, it
successor, the WO, Hungary is also a participant in the

I nternational Standardization Organization (1SO and the
International Electro-technical Conm ssion (IEC). Sectoral
standards are issued by individual mnistries and other central
gover nment agencies. As noted above, goods for consuner
distribution are subject to an approval process by the Conmerci al
Quality Control Institute (KERM) and/or the Hungarian El ectro-
technical Control Institute (MEEI) which is responsible for

el ectroni c/technical goods. In order to inport or market such

el ectroni c consuner products, sanples nust be submitted to these
control institutes for testing and certification. Wthout
appropriate certification, inported products will not be custom
cl eared.

J. Free Trade Zones/War ehouses

Since 1989, Hungary's rules for establishing free trade zones

(FTZ) have been relatively liberal. Consequently, many |arge
exporters conduct trade through FTZs (otherw se known as “puncto
franco” using the Italian designation) that are | ocated near

manuf acturing or assenbly facilities. However, under pressure from
the EU, the FTZ regine has recently been tightened up. One of the

| argest FTZ concentrations is |ocated at Székesfehérvar, where
subsidiaries of Ford Motor Co., Philips Electronics, |BM

Loranger, and Al coa are | ocat ed.

K. Menbership in Free Trade Arrangenents

I n Decenber 1991, Hungary signed an Associ ation Agreenent with the
Eur opean Uni on, whi ch became effective in February 1994. The
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agreenment was neant to phase out tariffs over an extended period
of time. The agreenent inmediately renoved EU duties on 70 percent
of Hungary's industrial exports to the EU and |ifted quotas on 60
percent of its total exports. Trade in textiles, steel, coal and
farmproducts will be eased over several years. In June 1993, the
EU agreed to accelerate the agreenent’'s provisions and reaffirmed
its commtnent to Hungary's full nmenbership. A though there is no
real opposition, either internally or externally, for Hungary’s
menbership in the EU, timng is uncertain. Menbership is not
expected before at | east 2002. On February 15, 1991, the | eaders
of Czechosl ovaki a, Hungary, and Pol and signed a declaration at a
sunmt in Visegrad, Hungary, pledging cooperation on matters of
conmon concern, particularly with respect to regional trade

i ssues. In Decenber 1992, Czechosl ovaki a, Hungary and Pol and
negoti ated a Central European Free Trade Agreenent (CEFTA).
Fol | owi ng the dissol ution of Czechosl ovakia and the formation of
the Czech and Sl ovak Republics, both countries automatically
acceded to the Agreenent. Mdeled after the structure of the EU
associ ati on accords, CEFTA reduces trade barriers over an 8-year
period; duties on 15-30 percent of nutual trade were elim nated

i medi ately upon i npl enentation of the Agreenent in March 1993. A
suppl ement ary agreenment, signed on June 18, 1994, accelerates the
agreenent's provisions. Since then, Sl ovenia and Ronani a have
acceded to CEFTA. About 90 percent of all industrial products are
currently traded free of duty between nmenbers under the Agreenent.

Hungary concluded a free trade agreenent with the European Free
Trade Association (EFTA) countries in July 1993. Again, this
agreenent was nodel ed after the EU accords and elim nated trade
barriers for Hungarian goods that entered the EFTA countries by
1997 and will elimnate barriers for EFTA inports by 2001. EFTA
accounts for nearly 15 percent of Hungary's total trade. Hungary
is negotiating with the EU to ensure that Hungary does not | ose
any benefits as a result of EFTA countries joining the EU.

In July 1997, Hungary acceded to the Pan-European Curul ati on
System Conprised of 29 countries, nostly EU, CEFTA- and EFTA-
menber countries plus the Baltic states and Bul garia, the system
i nposes certificate-of-origin rules on nmenber countries governing
qualification for preferential trading status. Conpanies that
import inputs fromoutside the cunul ation region nust pay duty in
order to take advantage of free-trade preferences when exporting
the finished good to countries within the region. If, on the other
hand, the inporter opts to receive a so-called duty drawback
(credit for the duty paid when the input is inported), eligibility
for preferences is |lost and the finished product is exported on
nost - f avor ed- nati on basis. Maxi numduty rates and exenptions have
been allowed during a transition period to mtigate the effects of
t he new regi ne.

VI'1. | NVESTMENT CLI MATE

A. 1. Openness to Foreign | nvestnent

Hungary attracted $19.7 billion in foreign direct investrment from
1989 to 1998. Hungary received al nost one-third of all FDi
invested in Central and Eastern Europe during this period. In
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1998, $1.9 billion in FDI flowed into the country, a pace that is
expected to continue in the mediumterm Wth nore than $7 billion
invested, U S. firnms continue to be Hungary's biggest investors,
and a nunber of U. S. conpani es have expanded operations in Hungary
t hrough reinvestnment. The current environment in Hungary
encourages foreign investnent and participation in virtually al
aspects of the private econony; in turn, 30,000 foreign conpanies
have established operations. (See Appendi x D, Table 1. Mjor
Forei gn Investors in Hungary)

FDI in Hungary was junp-started by the extensive cash
privatization of state assets to foreign strategic investors. The
nost recent privatization |aw (June 1995) and a | ater anmendnent
(February 1997) accelerated privatization while making it nore
transparent. The State Privatization and Hol di ng Conpany (APV)
manages and sells state-owned properties, with Mnistry of Finance
approval on issues concerning the banking sector. Continued state
owner ship consists of three conmponents: small mnority share
hol di ngs that carry no use for the governnent, and will |ikely be
sol d; gol den shares in 27 inportant concerns, which give the
government an advisory role and weak veto power on naj or
managenent deci sions, but no influence on day-to-day running of
the firm and majority ownership in 92 firns for which
privatization decisions have not been nade. Sone 60 percent of
these are nunerous snmall firns in a single sector, such as

regi onal bus conpanies, which will likely be sold in the next ten
years.

FDI has so far been concentrated in Western Hungary and in
Budapest, due to nore devel oped infrastructure and proximty to

t he European Union. However, eastern Hungary offers a well-trained
wor kforce and a long tradition in industry, agriculture, and
research; there are also special incentives for doing business in
Eastern Hungary (see A 5. below).

Foreign investnent in Hungary typically takes one of four forns:
establishing a new (greenfield) business; entering into a joint
venture; obtaining equity in a state enterprise through
privatization; and naking a portfolio investnent or participating
in a capital increase. Local subsidiaries are typically
incorporated as a limted liability conpany (known by its
Hungari an abbreviation Kft). QG her commonly used forns are joint
stock conmpanies (R.), joint ventures, business associations,
general and limted partnerships, and sol e proprietorships. Many
forei gn conmpani es operate through representative offices, and
est abl i shing branches has becone easier under the revised
Branchi ng Act effective January 1998.

Act 24 of 1988 (as Anended) on Investnents of Foreigners in
Hungary (the "Investnment Act") governs the establishnent and
operations of conpanies with foreign participation, and grants
significant rights and benefits to foreign investors. It
guarantees national treatnment for foreign investnents and
abol i shes the general requirenent of governnent approval. It also
provi des protection against | osses resulting fromnationalization,
expropriation, or simlar neasures, and guarantees free
repatriation of invested capital and dividends.
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Forei gn ownership up to 100 percent is permtted with the
exception of designated "strategic" hol dings as nentioned above,
sone defense-related industries, and the national airline NMALEV.
Since July 1996, government approval is not needed for foreigners
to invest in financial institutions and insurance (only official
notification). As of 1 January 1998, foreign financia
institutions nmay operate branches and conduct cross-border
financial services, in keeping with Hungary's conmtnents at the
time of its OECD accession in May 1996.

For ei gn- owned conpani es that are Hungarian |legal entities may
acquire real estate, with the exception of agricultural |and.
Under the Investnent Act, a conpany incorporated in Hungary may
only acquire real estate "required for its economc activities,"
however, this has not prevented U S. and other foreign
entrepreneurs fromengaging in property devel opnment. The Land Law
(Act 4 of 1994) restricts the purchase of |land by foreigners to
6, 000 square neters, but allows for |eases up to 10 years for up
to 300 hectares.

Only Hungari an natural persons can purchase arable | and at

present. The liberalization of restrictions on arable |and
ownership was derailed in 1997 by a vocal opposition canpaign.
Proposed | egi sl ati on woul d have al | owed any conpany regi stered in
Hungary (regardl ess of ownership) to buy land for agricultural use
within the same county where its headquarter is domcil ed,
provided it had been engaged in agriculture for at |east five
years. Hungary mnust |ift restrictions on foreign |and ownership as
part of accession to the European Union.

A. 2. Conversion and Transfer Policies

The Hungarian forint (HUF) becane convertible for essentially al
busi ness transactions within Hungary on 1 January 1996 and
conplies with M- Article VIII and OECD convertibility
requirenments. As of July 1999, one USD equal ed approx. HUF 240.
The forint is not actively traded outside Hungary, but futures
markets in Budapest allow investors to hedge exchange risk agai nst
the USD and other major currencies. The forint exchange rate is
managed via a crawing peg to a basket conposed of the Euro (70
percent) and the U S. dollar (30 percent). Currently this peg is
deval ued at a preannounced rate of 0.5 percent per nonth (0.4
percent from Cctober 1, 1999). It will be replaced by a pure Euro
peg starting in 2000.

The I nvestment Act guarantees foreigners the right to repatriate
"in the currency of the investnent” any dividends, after-tax
profits, royalties, fees, or other inconme deriving fromthe
operation or sale of the investnent. The Act also grants foreign
enpl oyees of a foreign investnent the right to transfer all of
their after-tax salaries. There are no onerous foreign exchange
requirenments, and there are no reported instances of delay in
repatriations.

The Hungarian Governnent has gradually elimnated nearly al
restrictions on long-termcapital account transactions. As of 1
January 1998, restrictions were elimnated on (a) non-resident
purchase of collective investnment securities to open-ended
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i nvestment funds, (b) resident firmacceptance of foreign credits
or loans in excess of USD 50 mllion, (c) resident firmloan
paynments abroad, (d) resident persons borrow ng abroad, and (e)
resident investnents in instruments of CECD based issuers of |ess
than i nvestment grade. Restrictions remain on non-resident
investments in instrunents with | ess than one-year maturity.

Forei gn i nvestors nmay keep export receipts and other cash
contributions in convertible currencies in a foreign exchange
account. The conpany may use these funds to inport, duty-free in
sone circunstances, goods considered as part of the investnent.
Alternatively, it may inport goods using foreign exchange bought
in HUF.

I n 1998, the Hungarian National Bank recorded capital outflow of
$962 mllion. Qutflows have increased consistently since the early
1990s reflecting the liberalization of capital controls and, in
1998, repatriation of the profits of sone earlier investnents.

A. 3. Expropriation and Conpensati on

There has been no substantial expropriation of foreign-owned
assets since the initial conmmuni st takeover, though clains from
the initial period have arisen since 1989. Foll ow ng the change of
reginme in 1990, the governnent began a conpensation program for
persons who | ost property under the fascist and communi st regi nes.
These Hungarians and foreign citizens were eligible to receive
conpensati on coupons that could be sold or exchanged for
privatized shares, real estate or annuities. In April 1997,

Parli anment passed a Jew sh Conpensation Programthat returns
property stolen fromJew sh victins of Nazi smand Conmmuni sm Under
this law, sone property, as well as nonetary conpensation, is
designated for the Jew sh Public Heritage Foundati on and Jew sh
victins of the Hol ocaust.

A 4. D spute Settl enent

Hungary will accept binding international arbitration where
conciliation of disputes between foreign investors and the state

i s unsuccessful. Hungary is a nenber of the International Center
for the Settlenent of Investnent D sputes (I1CSID), also known as
t he Washi ngton Convention. It is also a signatory of the 1958 New
Yor k Convention on the Recognition and Enforcenent of Foreign
Arbitral Awards.

A. 5. Perfornance Requirenents/Incentives

Hungary does not inpose performance requirenents as a condition
for establishing, maintaining, or expanding an investnent. There
are no governnent-i nposed conditions on investnent, whether

| ocation in specific geographical areas, |ocal content or

owner ship, substitution for inports, export requirenents or
targets, enploynent of host country nationals, technol ogy
transfer, or source of financing.

In 1994, Hungary replaced its blanket tax incentives for foreign
investment with incentives open to all large investors, based on
export pronotion, reinvestnent of profits, and job creation
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(companies that qualified for tax abatements prior to 1994
retained their benefits under court rulings). Tax incentives
reward investnent to underdevel oped regions, primarily in eastern
areas of the country. Qher incentives include interest-free |oans
(repaid over five years) and/or partial reinbursenent for high
technol ogy inports, research and devel opnent, quality assurance
(1SO and @S certifications), and trade pronotion costs. Incentives
are subject to change, and sone are limted by fiscal allocations.

The Hungarian I nvestnent and Trade Devel opnent Agency (1 TD) can
provi de informati on and ot her support. In June 1999, the I TD and
the U S. Departnent of Commerce signed an agreenent to inprove
support for U S. trade and investnent.

In the fall of 1998, U S. Anbassador to Hungary Peter Tufo

| aunched the "U. S. -Eastern Hungary Partnership.”™ Under this pilot
program the Enbassy has opened commercial offices in the cities
of Debrecen, M skolc, and Nyiregyhaza. These offices, adm nistered
by the U S. Departnment of Commerce, can hel p organi ze contacts for
U.S. conpanies and | ocate information on rel ated issues.

A.6. Right to Private Oanershi p and Establ i shnent

The Hungarian constitution guarantees the right to private

owner shi p and provi des ot her rel ated guarantees. Foreign and
donestic private entities may establish and own busi ness
enterprises and engage in all forns of remunerative activity,
except those prohibited by | aw. Hungarian | aw guarantees the right
of private entities to freely establish, acquire, and di spose of
interests in business enterprises.

Private enterprises enjoy conpetitive equality in markets,

busi ness |icenses, supplies, and credit access. In 1998, about 80
percent of Hungary's GDP was reportedly produced by the private
sector, a remarkable turnaround from 1990 when the private sector
accounted for less than a quarter of econom c output.

Regi stering a conpany in Hungary has becone easier with the new
Conpani es Act that cane into force in June 1998. It conpels
registry courts to process applications to register limted
liability (Kft.) and joint-stock (R.) conpanies within 30 days
(60 days for unincorporated business entities). After this period,
if the registry court does not act, a new conpany is automatically
regi stered. The Act elim nates the need for separate registrations
at the tax and social security authorities; a single registration
will suffice. The Act al so increased n1n|nun1cap|tal requi rements
for limted-liability conmpanies (fromHJUF Imto HUF 3n) and j oint-
stock companies (fromHUF 10mto HUF 20m), the first such increase
since 1989.

Strong bankruptcy laws help protect investors in their dealings
with Hungarian firnms. The Act on Bankruptcy Procedures,
Li qui dation Procedures and Final Settlenent, as anended in 1993,
enconpasses all conmercial entities except banks (which have their
own regul atory statutes), trusts, and state-owned enterprises.
Bankr upt cy proceedings can be initiated only by the debtor and
only if the debtor has not sought protection under bankruptcy in
the past three years. Wthin 90 days of seeking bankruptcy
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protection, the debtor nust call a settlenent conference to which
all creditors are invited. Majority consent of the creditors
present is required for all settlenment plans. If agreenent is not
reached, the court can order liquidation. The Bankruptcy Act
establishes the following priorities of clains: 1) |iquidation
costs; 2) secured debts; 3) clains of individuals; 4) socia
security and tax obligations; and 5) all other debts. Geditors
may request the court to appoint a trustee to perform an

i ndependent financial exam nation. The trustee has the right to
chal | enge, based on conflict of interest, any contract concl uded
within 12 nonths precedi ng the bankruptcy.

A 7. Protection of Property R ghts

The Hungarian constitution and | egal system provi des strong
protection for owners of real property, and protection of
intellectual property has been strengthened, but needs further

i nprovenent. The United States and Hungary signed a Conprehensive
Bilateral Intellectual Property R ghts Agreenent in 1993. The
agreenent addresses copyright, trademarks and patent protection.
The U.S. governnent tracks the Hungarian government's enforcenent
on a regular basis to ensure conpliance with the agreenent. In
April 1999, Hungary was cited on the "Watch List" of the Special
301 review, citing U S. industry concerns over copyright

i nfringenent and ot her regul atory issues. Hungary must cone into
full conpliance with the WIO TRIPS agreenent no | ater than January
1, 2000. This includes protection for pre-1974 sound recordi ngs--
whi ch a new Copyright Law is expected to provide. Hungary nust

al so adopt adequate protection for confidential data that
conpani es submt to regulatory authorities.

I ndustrial property and copyright legislation in effect since July
1, 1994 extends protection for products (previously, Hungary

i ssued only process protection), defines who controls the rights
of works, extends and unifies the terns of protection, provides
the | egal means to prevent proprietary information from being

di scl osed or acquired w thout the consent of the trade secret
owner by other than "honest commercial practices,” and ensures

t hat enforcenent procedures are available under civil, crimnal or
admnistrative lawto permt effective action against |PR

i nfringenent.

Hungary has copyright laws that largely conformto internationa
standards. The 1993 | PR agreenent recogni zes an exclusive right to
aut hori ze the public comunication of work, including to perform
project, exhibit, broadcast, transmt, retransmt or display; it
also requires that protected rights be freely and separately

expl oitable and conferrable (contract rights), and recogni zes an
exclusive right to authorize the first public distribution

i ncluding inportation for protected works.

Patent protection in Hungary covers the use, sale, offering for
sale, and inport of a patented product or products nade using a
pat ented process. The definition of infringenent has been extended
to "supplying the neans” so that a person who sells or offers to
sell the nmeans of producing a patented product nmay be sued if that
person is proven to have known that the nmeans can be used for
i nfringenent.
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The application process for a patent can take fromsix nonths to a
year. Under a revised Patent Act effective 1 January 1996,
pat ent abl e i nventi ons are those which are novel and capabl e of
industrial application. The termof the patent is 20 years from
the filing date. A six-nonth grace period was adopted and

di scl osure of an invention in breach of confidence is disregarded
when considering the novelty of an invention. The Act al so

i ncludes the principle of exhaustion of rights, a provision
concerning conpul sory licensing of patents, and a nunber of
procedural nodifications. The |aw conforns to the guidelines of

t he European Patent Convention. Act 39 of 1991 protects the

t opogr aphy (Il ayout design) of sem conductor chips.

A. 8. Transparency of the Regul atory System

Al t hough nuch Hungari an regul ati on of busi ness, including
conpetition laws, already conforns to EU regul ations, a | ack of
regul atory and |l egal transparency is a conmon conplaint of U S
conpani es doi ng business in Hungary.

Sone enpl oyers conpl ain that social security and unenpl oynent
contributions are too high and that tax conpliance is costly.
Hungary continues to have high individual inconme taxes, but the
hi ghest bracket was reduced from 48 percent to 43 percent in
January 1997. However, corporate tax is |ow (18 percent). Hungary
and the United States have a double taxation treaty that reduces
sone i nconme and corporate tax obligations for U S. taxpayers.

Conpani es al so pay a general turnover tax (VAT) of up to 25
percent on many busi ness expenses, but can only reclai mVAT paid
to the extent that they offer a VAT-taxable product or service
wi thin Hungary, a problemfor foreign conpanies in sone sectors.

Forei gn conpani es operating in regul ated-price sectors,
particularly energy and pharmaceuticals, have experienced
difficulty in realizing profits, due primarily to adm nistrative
delays in adjusting prices to reflect inflation, the deval uation
of the forint, and (in the case of energy producers) contractual
stipul ati ons of cost-plus-eight percent return.

A 9. Efficient Capital Markets and Portfolio | nvest nent

Hungary attracted $1.983 billion of net portfolio investnment in
1998.

Hungary' s banki ng system has gone through a renarkabl e
transformation in recent years from noney-|osing state-owned
nmonoliths to private enterprises and a strong presence of foreign
financial institutions. Mdre than two-thirds of Hungary's banks
are fully or partially foreign-owned.

Hungary i npl emented a nmajor bank reformin 1987, creating a two-
tiered system by separating commercial banking fromthe Nationa
Bank of Hungary (M\B). However, the state-owned banki ng sector
remai ned highly concentrated. Fromthe early 1990s to 1995, the
Hungari an government gave over $4 billion in subsidies to state-
owned banks to cover bad | oans and prepare themfor privatization.



The privatization of Hungari an banks began in 1994 after sone
delay. In 1995 the governnment forced the nerger or |iquidation of
smal | | oss-maki ng banks, and began to sell the |arger banks. The
only ongoing state intervention in the banking sector concerns
Post abank, whose troubl ed portfolio required a governnent takeover
and bailout in 1998.

The five | argest banks in Hungary in 1998, by total assets, were:

OTP - National Savings and Commercial Bank (HUF 1,635 billion)
MKB - Hungarian Forei gn Conmmercial Bank (HUF 604 billion)

K and H - Commercial and Gredit Bank (HUF 516 billion)

Cl B Bank (HUF 388 billion)

Post abank (HUF 377 billion)

OhwNE

Capi tal has becone nore readily avail able for businesses, due in
part to greater foreign presence, falling interest rates and
greater conpetition. However, borrowi ng rates remain prohibitive
for many small and nmedi umsize enterprises (SME s), with | ending
rates as high as 11 percent over current (decelerating) rates of
inflation. Foreigners have greater access to capital outside the
country, and at better rates than those available in Hungary. The
nunber of foreign banking subsidiaries has grown and they have won
many of the nost attractive clients. Foreign investors have equa
access to credit on the local market, the only exceptions being
speci al governnental credit concessions, such as small business

| oans, and international financial organizations which may | end
only to Hungari an busi nesses.

Hungary has made great strides in nodernizing its financial
sector. In January 1997, two new i nportant banking |aws came into
effect. The Law on State Money and Capital Market Supervision Act
(1996/64) nerged the State Securities and Stock Exchange

Conmi ssion and the State Banking Supervision into the Bank
Supervi sory Board. This new board exercises control of the
operation of general and specialized credit institutions,
financial enterprises, securities conpanies, investnent funds and
the stock and commodity exchanges.

The Law on Credit Institutions and Financi al Businesses Act
(1996/62) tightened rules on securing safe operation of the
financial sector and harnoni zes Hungarian | aws with EU st andards.
It also allows for the introduction of universal banking.

Forei gners do not need a government |icense to establish bank
subsidiaries or to establish nore than a 10 percent stake in

exi sting banks. Foreign or Hungarian credit institutions,

i nsurance institutions, and investnment conpanies nmay own up to 100
percent of a financial institution in Hungary. However, the upper
l[imt for a single ower (foreign or Hungarian) not falling into
one of the above categories is 15 percent, stricter than EU norns.
Si nce January 1998, foreign banks may establish bank branches and
of fer cross border financial services.

For ei gn- owned subsi diaries often have a conpetitive edge over

Hungari an banks in customer service, although Hungari an banks have
recently been able to develop and to pronote retail instruments to
service their clients. Hungary's retail sector is still largely a



cash- based econony and checks are not generally used, although ATM
machi nes have becone wi despread and credit card use is becom ng
nore comon, particularly in Budapest. Many institutions already
conduct network banking through the Gro credit transfer system

The Budapest Stock Exchange (BSE), the first to reopen in the
former socialist countries of Central and Eastern Europe, was
formally reestablished in 1990. The Ofering of Securities,

| nvest nent Services and the Securities Exchange Act (1996/61) and
the Securities and the Stock Exchange Act (1990/6) govern public

i ssuing and tradi ng of bonds, shares and other securities. The BSE
has 55 nenbers, which are |icensed-broker or broker-deal er
conpani es, including several U S. -based firns. As of May 31, 1999,
the total BSE market capitalization was $25.8 billion, having
virtually doubled in each of the past two years.

Forei gn investors can buy all forint-dom nated gover nnent bonds
with maturities of 12 nonths or longer, either directly fromthe
governnment or on the secondary market. Before issuing a bond, the
Nati onal Bank deci des whether to allow foreigners to buy bonds of
| ess than 12-nonth duration. This | aw does not apply to treasury
bills issued with maturities of one, three, six and twel ve nonths,
whi ch foreigners can buy w thout restriction.

A.10. Political Vi ol ence

Violence is not part of the traditional political |andscape in
Hungary. The transition from comuni smto denocracy was negoti ated
and peaceful, and three peaceful changes of governnment via the
bal | ot box have since occurred. There is little cause to expect
insurrections, political terrorism or interstate war. There has
been no violence directed at foreign-owed conpanies.

Since 1994, there have been several dozen bonbi ngs centered in
Budapest, including attacks directed at political parties.

However, casualties and damage have been limted, and attacks have
tapered off in recent nonths.

A 11. Corruption

Corruption is not pervasive or institutional on the governnent
| evel , al though sone foreign conpani es have conpl ai ned about
incidents of corruption or illicit influence in governnent

adm ni stration. Taking bribes is a crimnal offense, and nedia
scrutiny is high.

The Hungarian Parlianment passed conflict of interest |egislation
in early 1997 that restricted nenbers of Parliament from serving
as executives of state-owned conpani es. Hungary signhed the CECD
Anti-Bribery Convention in Decenber 1997, and incorporated its
provision into the Penal code with effect as of May 1, 1999.

B. Bilateral |nvestnent Agreenents

Hungary and the United States do not have a Bilateral I|nvestnent
Treaty, nor are the two countries currently in negotiations. As
menbers of OECD and WIQ, both countries have been active
participants in the negotiations for a nultilateral agreenent on
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i nvest nent .

Hungary has bil ateral investnent agreenments with the follow ng
countries: Al bania, Argentina, Australia, Austria, Belgium

Bul gari a, Canada, China, Cyprus, Czech Republic, Denmark, Egypt,
Finl and, France, Germany, Geat Britain, Geece, Holland,

| ndonesi a, |srael, Kazakhstan, Kuwait, Luxenbourg, Mal aysi a,

Mol dova, Norway, Paraguay, Poland, Portugal, Romania, Russi a,

Si ngapore Sl ovakia, South Korea, Spain, Sweden, Sw tzerland,
Thai | and, Turkey, Wkraine, the United States, U uguay and Vi et nam

Hungary has tax agreenents with the United States and with the
follow ng other countries: Al bania, Argentina, Australia, Austria,
Bel gium Brazil, Bulgaria, Canada, China, Croatia, Cyprus, Czech
Republic, Denmark, Egypt, Finland, the Former Yugoslavia, France,
Germany, Great Britain, Geece, Holland, India, |Indonesia,
Ireland, Israel, Italy, Japan, Kazakhstan, Kuwait, Luxenbour g,

Mal aysi a, Malta, Ml dova, Mongolia, Norway, Italy, Pakistan,

Pol and, Romani a, Russia, Singapore, Slovakia, South Korea, South
Africa, Spain, Sweden, Switzerland, Thailand, Turkey, Tunisi a,
Wkrai ne, Uruguay and Vi et nam

C. OPIC and O her Investnent |nsurance Prograns

The U.S. Overseas Private Investnent Corporation (OPIC) has been
operational in Hungary since Cctober 1989. OPIC offers U. S

i nvestors insurance against political risk, expropriation of
assets, danmages due to political violence, and currency
inconvertibility. It can also provide specialized insurance
coverage for certain contracting, exporting, |licensing, and

| easi ng transactions undertaken by U S investors in Hungary.
Political risk insurance is also available for foreign-owned
conpani es in Hungary fromseveral private carriers in the United
States and Western Europe, and fromthe Miltilateral I|nvestnent
Quarantee Agency (M &), a Wrld Bank affiliate. The National Bank
of Hungary, for a fee, will guarantee the Investnment Act's
conmtnents regarding expropriation and profit repatriation to a
f or ei gn- owned conpany.

D. Labor

Hungary's civilian | abor force (4.2 mllion persons) is overal

hi ghly educated and skilled. The literacy rate in Hungary tops 98
percent. About two-thirds of the work force has conpl eted sone
formof secondary, technical, or vocational education. Hungary is
particularly strong in engi neering, medicine, economcs, and the
sciences. Many foreign investors have praised the productivity,
notivation and adaptability of Hungarian workers. Mre and nore
young people are attending U S. and European-affiliated business
school s in Hungary. Foreign |anguage skills are becom ng nore
conmon, especially anong younger Hungarians, who mainly |earn
Engli sh and/or German as second | anguages.

The Hungari an | abor code guarantees enpl oyees the right to formor
join trade unions and gives unions the right to operate inside a
conpany. Unions are entitled to conclude collective bargain
agreenents. The | abor code Iimts the work day and overtine (to 12
hours); guarantees maternity | eave, at |east 20 days of annual
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| eave, at |east 30 days notice, and severance pay for those

enpl oyed at |east three years. The | aw al so forbids discrimnation
based on gender, age, or nationality. The m ni num enpl oynent age
is 16 years, with the exception of apprenticeships, which nmay
begin at the age of 15. Hungary adheres to |ILO conventions
protecting worker rights.

E. Foreign Trade Zones/Free Ports

Foreign investors nmay set up operations or acquire interest in
conpanies within a duty-free foreign trade zone. The zone is
considered foreign territory for custons, foreign exchange, and
foreign trade regul ati on purposes. Wile conpanies within the zone
are legally considered to be forei gn conpanies, they are required
to keep their accounts and conduct nobst of their transactions in
foreign currency and establish a forint account at a |ocal bank to
nmeet expenses (such as taxes and wages) that the Act specifies
nmust be paid in |ocal currency. However, these zones may be phased
out as part of Hungary's accession to the European Union.

Under the Pan- European Cunul ati on System and Pan- Eur opean Free
Trade Zone, effective in Hungary since 1 July 1997, custons duty
pai d on goods inported fromoutside the zone and subsequently
exported under preferential trade agreenments is no | onger

refunded. However, content from any menber state can accunulate to
qualify for preferential treatnment. Hungarian authorities have
sonetimes shown flexibility in addressing the custons and tariff

i ssues of sone investors.

VI11. TRADE AND PRQIECT FI NANCI NG

A. Description of the Financial and Banki ng System

Despite the backdrop of a highly regulated and | argely fee-driven
Eur opean banki ng system particularly when juxtaposed with its
counterpart in the United States, the Hungarian banki ng sector has
undergone a remarkabl e transformati on during the past decade. It
has energed froma noney-| osing state-owned nonolith to a largely
privately owned service sector that has built a nore custoner-
friendly appeal and began to realize sone net gains. Wiile its
standards continue to |l ag behind the services U S. banks offer,

t he Hungari an banki ng sector nonethel ess is beginning to approach
the quality of service and the variety of products offered by EU
banks.

As early as the end of the 1980s, the Hungarian banki ng and
financi al sector energed as the nost devel oped such sector in
Central and Eastern Europe. However, signs of the systenis
relative maturity dates back to the md-70s and includes the
fol | ow ng:

The Hungarian National Bank (M\B) has been an active borrower
in the European and Japanese bond markets since the begi nning
of the 1970s.

Hungary joined the | M- and Wrld Bank in 1982.

In 1987, Hungary was the first country in the socialist block
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to establish a two-tier banking system

The Budapest Stock Exchange (BUX) was the first Wstern-style
securities exchange to operate in Central and Eastern Europe.
It was re-opened in 1990 after its closure in 1948.

By 1999, foreign ownership in the Hungari an banki ng sector reached
70 percent. Despite quick penetration by foreign investnment in the
sector, there are only two banks with magjor U. S. participation in
t he Hungari an market pl ace today. They are G ti bank and Budapest
Bank, the latter of which is owned partially by GE Capital. Wile
G tibank’s capital exposure in Hungary is about $616 mllion
making it the 11'" | argest bank in Hungary, Budapest Bank is ranked
inthe top ten with approxinmately $1.3 billion in assets.

As capital flows to Hungary outpaced all other countries in
Central and Eastern Europe during the 1990s, the BUX cl osed an

i npressive year in 1997. Its market capitalization increased by 54
percent, which ranked as the third best perfornmance worl dw de.
Wth external pressures on world markets, such as the Asian
crisis, the Russian collapse, and the Brazilian devaluation, the
BUX suffered a setback in late 1998, but is currently beginning to
show signs of a cautious recovery.

B. OCedit institutions

Hungary i npl emented a nmajor bank reformin 1987, creating a two-
ti ered banki ng system by divesting conmercial banking fromthe
Nati onal Bank of Hungary (M\B). After the 1989 transition to a
mar ket econony had begun, and particularly during 1990- 1995, the
Hungari an Governnent conmtted over $4 billion in subsidies to the
ailing state-owned banking sector to cover bad | oans and prepare
themfor privatization. Actual privatization of Hungarian banks
began only in 1994 after sone delay. However, as a result of the
Hungarian Governnent’s steadfast commtnent to this process and
the country’s inproving economc risk status, foreign
participation in privatization occurred rapidly. By the end of
1998, nearly three-fourths of the entire banking sector was in
private ownership.

The | egal framework in which the Hungari an banki ng system operates
is continually changing. New nodifications, in line with the | ega
requi rements of the European Union and the CECD, include the
fol |l ow ng:

single-tier regulation authorization has been replaced by a two-
tier regulation system

m ni mum capital requirenments of different categories of credit
institutions have been rai sed,;

owner shi p share of a single owner (except for credit
institutions, insurance conpanies and investnent conpanies) has
decreased from 25 percent to 15 percent;

regul ation of assets has been replaced by ri sk managenent;

a new reserve item the general risk reserve, has been
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i ntroduced;

responsibility of the deposit insurance fund was expanded in
order to allowit to nake energency decisions to prevent a
banki ng cri sis.

Legi slation that was introduced in January 1998 created the
conditions for the establishnment of branches of foreign
enterprises in the financial sector and banks are now entitled to
provide the full range of investnent services, including trade in
stocks and publicly placed corporate bonds. As the Hungarian
banki ng system energes, new types of credit institutions are
prepared to enter the marketplace: several home-savings
institutions and the first nortgage bank have al ready opened their
doors to the public.

C. Mortgage | oan conpani es

Act XXX of 1997 established an institution ong mssing in the
Hungari an financial sector, by creating the |egal framework for
nortgage |l oan lending, in order to encourage the granting of |ong-
termcredits. A nortgage | oan conpany may be established as a
speci alized credit institution, with subscribed capital of not
less than 3 billion HUF. It is the duty of the institution to
provide long-termcredits to prospective custoners by providing
coverage in the formof |iens based on real estate property. Due
to the special character of these activities, such an institution
may only be founded exclusively for this purpose, and its
operations may only cover nortgage |oans and cl osely associ at ed
banki ng activities.

D. The Securities Act

The statutory regul ations introduced on January 1, 1997 and | ater
anmended in 1998, classify investnent service providers in three
cat egori es: conm ssion agent, conprehensive securities trading
firms, and investnent conpanies (donmestic or foreign). The
required capital for a comm ssion agent license is 20 mllion HUF
100 mllion HUF for conprehensive securities trading, and 1
billion HUF for an investnent conpany.

E. | nvestnent funds

The investnment fund is typically a nonetary fund that is also a

| egal person, the owners of which are investors. The capital of
the fund is raised by purchasing the investnent units issued by

t he conpany that manages the fund. The investnent capital is then
i nvested by the conpany in securities or real estate for specified
char ges.

An investnent fund nmay be established as an open-ended i nvest nment
fund or a closed-ended investnment fund. Funds have to be

regi stered through the Hungari an Banki ng and Capital Market
Supervi sion. The m ni num anount of start-up capital in case of a
security fund is 100 mllion HUF and in case of real estate funds
500 mllion HUF. A fund nmay be established for a definite or an
indefinite period of tinme.
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F. Venture capital investnent

Act XXXI'V of 1998 allows the establishment of a venture-capital
conpany and/or funds and serves as the regul atory framework for

t he devel opment and nmanagenent of such conpanies. Currently, there
are 19 major venture capital funds active in Hungary; eight of
these are so-called established funds and 11 are relatively new
funds. A total of $1 billion has been invested in hundreds of
Hungari an conpani es t hrough foreign venture capital funds, and the
funds are currently arranging for an additional $500 million in

i nvestment dispersion. In terns of geographi cal breakdown, 64
percent of venture capital in Hungary was raised by U S. sources,
33 percent by Western European investors, and only about one
percent originated in Hungary.

Foreign entities may control and nanage venture conpanies also in
the formof a branch institution. A venture capital fund may only
be established as a cl osed-end fund. The conpany or fund nay be
created for a definite or indefinite period of time, but the
duration of its operation may not be shorter than six years. The
m nimumrequired capital is 500 mllion HUF, which may consi st
only of cash contributions.

In order to reduce risk exposure, Htelgarancia R. (Cedit
Quarantee Inc.) received authorization to provide a guarantee on
capital investnents that typically carry nore risk than regul ar

i nvest ment funds.

G Deposit insurance funds

In order to mtigate unwanted | osses, the National Deposit

| nsurance Fund was established. The insurance exclusively covers
regi stered deposits. The indemification of each depositor and
each credit institution is upto 1 mllion HU-. The resources of
the Fund primarily consist of joining fees, as well as
contributions of credit institutions and 80 percent of the |evied
supervi sion fines.

H The stock and commbdi ty exchange processes

The Hungarian securities market began to take shape in the m d-80s
after a 40-year break. The institutional framework was established
when the first Securities Act was passed in February 1990, which
led to the opening of the Budapest Stock Exchange in June 1990.
Forei gn investors, who provided four-fifths of total equity
turnover early on, took a conservative position and invested
largely in foreign-owned conpani es between 1990 and 1996. They
only began to increase the ratio of Hungarian shares in their
portfolios in early 1996. Total market capitalization of the
Budapest Stock Exchange rose from 1.2 trillion HUF in 1995 to 5.1
trillion HUF by the end of 1997.

The Budapest Stock Exchange (BSE) total ed 63 nenbers at the end of

1998 (62 brokerage firns and one bank). Trading is carried out in

three ways: securities, governnment securities, and futures. As

much as 96 percent of total trade takes place in the first

segnment. The nunber of securities listed and traded on the

Budapest Stock Exchange is approximately 150. O these, about 50
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are equities, about 30 are governnment bonds, 7 are corporate
bonds, 44 T-bills, 20 investnment fund shares and one conpensati on
bond.

The derivative section of the stock exchange has been functi oning
since March 1995. The nost popul ar product has been the BUC i ndex
contract (with six maturities and two years in advance), followed
by the U S. dollar and the Gernman mark.

The financial section of the Budapest Commodity Exchange is a
conpetitor in the 3-nonth BUBOR, U.S. dollar, and German nark
segnents. It is also a contributor to the derivative section of
t he Budapest Stock Exchange.

The clearing of transactions of both the Budapest Stock Exchange
and t he Budapest Commodity Exchange is perfornmed by Kozponti

El szanol 6haz Rt. (Central Cearing House, Inc. and the nationa
depository.

The OIC nmarket is |ess organi zed; broker firns publish information
in | eadi ng business dailies (Napi Gazdasag, Vil aggazdasag)
concerning public sales and purchase offers for securities of
about 50 conpani es.

|. The Regul atory framework - The Hungari an Banki ng and Capit al
Mar ket Super vi si on

The Hungari an Banki ng and Capital WMarket Supervision (HBCVS) was
establ i shed by Act CXIV of 1996 through the conbination of two
separat e supervi sions which existed earlier. HBCM5 is a public
supervi sing authority of nation-w de scope operating under the
auspi ces of the Hungari an governnent.

The scope of the supervision covers credit institutions and
financi al undertakings and the distribution (marketing) of
securities and investnent services. President of the HBCMS is
appoi nted by the Prime Mnister for a period of up to 6 years.

J. Market highlights

Mar ket Profile

The nunber of credit institutions in Hungary operating as share-
hol di ng conpanies rose to 44 by the end of 1998, with 30 of them
in mjority foreign ownership. The Hungari an governnent continues
to hold equity in a few banks. These include the National Savings
Bank, Rt., comonly known as OIP (18 percent), the Conmercial and
Credit Bank or K & HBank Rt. (28.8 percent), Postabank R. (47
percent), Budapest Bank Rt. (23 percent), Mez bank Rt. (5
percent), and Konzunbank Rt. (4 percent). There are currently two
banks with U S. equity in the Hungarian marketplace: G tibank and
Budapest Bank (partially owned by GE Capital).

Statistical Data

1998 perfornmance of the banking systemcan be highlighted as
foll ows:
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The estinmated total assets of the five | argest banks at the end of
1998 were estinmated at $16.4 billion (all figures were cal cul at ed
using the official average USD exchange rate for Decenber 1998,
which was 1 USD = 215 HUF). The top 5 banks at the end of 1998
therefore are listed as fol |l ows:

Nat i onal Savi ngs Bank — OTP ($7.6 billion)

Hungari an Forei gn Commercial Bank — MKB ($2.8 billion)
Hungari an Commercial and Credit Bank — K & H Bank ($2.4

bi I'I'i on)

Central European International Bank — CIB Bank ($1.8 billion)
Post abank ($1.8 billion)

Ok wheE

O the two U. S. -owned banks, Budapest Bank is ranked as the 7'"
| argest bank in Hungary with assets of $1.2 billion and G tibank
is ranked 9'" with an exposure of $926 million.

In terns of global financial institutions, nmore commonly known as
multil ateral devel opnment banks, the following five institutions
are currently active in Hungary with their respective | oan
portfolio size in parentheses:

The World Bank ($3.7 billion)

The European Investnent Bank or EIB (1.3 billion ECU)
Eur opean Reconstruction and Devel opnent Bank or EBRD (1
billion ECU)

| nternational Finance Corporation or |FC ($257 m|lion)
I nternational Mnetary Fund or | M- (not avail able).

Ok wheE

The five largest securities trading or capital devel opment banks
are (Wth 1998 capital raised in parentheses):

1. ABN Anto Securities Ri. ($2.8 billion)
2. CA IB Securities RE. ($1.9 billion)

3. I NG Barings Rt. ($385 mllion)

4, Concorde Securities R. ($175 mllion)
5. OTP Securities Rt. ($70 mllion)

The five | argest venture capital conpanies are (with total capital
managed or invested):

Central Europe Trust ($300 million)

Réna és Tarsai Rt. ($215 mllion)
Hungari an- Areri can Enterprise Fund ($60 million)
DBG Eastern Europe Kft. ($50 nillion)

Bankar Holding Rt. ($50 mllion)

OhwNE

K. Conpetitive anal ysi s

As descri bed above, the Hungarian banki ng and financial sectors
are not yet up to par with U S. standards. Procedures seem nore
bureaucratic, choices are nore limted, and fees appear to be

hi gher than those offered by U S. banks and fi nanci al
institutions. It is clear, however, that the Hungarian financi al
servi ces sector has developed rapidly into the nost conpetitive
such sector in Central and Eastern Europe. The |evel of
conpetition within the sector is increasing and consuner and
busi ness | oans are becomng nore readily avail able. After the



i ntroduction of the Euro on January 1, 1999, Hungarian credit
institutions nade rapid adjustnents to the new currency, which
signal ed that the Hungarian financial sector is prepared to work
in harmony with the EU

In 1989, Hungary initiated a new national clearing systemto

regul ate the way busi nesses and individuals pay each ot her through
bank transfers. Al though the Hungarian paynment systemwas the
first inthe region to be reforned, it is still difficult to
accurately gauge the anmount of tinme it will take to transfer noney
fromone bank to another. Both speed and quality of services vary
greatly anong banks.

Forei gners may open forint, convertible forint, and hard currency
personal bank accounts. Interest rates on tine deposits have
significantly exceeded the rate of inflation, but real interest
rates on current accounts have typically not kept pace with
inflation. Overall, there are nore cash transactions in Hungary
than is customary in Western Europe. But other methods of paynent
are avail abl e noney can be transferred wi thin Hungary by postal
order within three days, and credit and debit cards are becom ng a
wi dely accepted neans of paynent, particularly in Budapest.
Currently, 23 banks offer 88 different cards to the Hungari an
consuner. O the 88 cards, there are 22 gold cards, which offer
prem um servi ces to an upper-incone clientele. These cards can

al so be used to w thdraw noney at sone banks. Automatic teller
machi nes can now be found all around Budapest and in other cities
in Hungary. The nost-w dely accepted systens are G rrus, Plus,
Eurocard, Mastercard, and Visa. Gtibank introduced its Diner’s
Cub in Hungary in 1998 and Hungarian Commercial and Credit Bank
| aunched two types of American Express cards in the sane year.
Applicants are screened and the applicable standards are hi gh. For
exanple, for a Gtibank Diner’s dub card, the applicant needs to
be at | east 25 years of age, have a net nonthly incone of HUF
215,000, and is required to open a counter deposit account with
HUF 600, 000 on hol d.

According to press reports, the banking sector in Hungary is
likely to go through sonme consolidation in the near future.
Because of keen conpetition in the marketplace, the nunber of
banks in Hungary is expected to decline because of nergers and
acqui sitions. According to bank officials, the prinme notivation to
undertake nergers is to cut costs. This trend is al ready under
way. For exanple, G tibank bought the European Commercial Bank Rt.
(EKB), at the time Hungary’'s 19'" | argest bank, from Cariplo SpA
and Bank Austria AG

On the other hand, experts point out that 40-45 banks in Hungary
is not excessive. They immediately refer to Austria, a smaller

mar ket, where banks are nunbered by the hundreds rather than the
tens. One official says that an alternative to consolidation is
for the sector to becone nore efficient. If costs are reduced in
the short run, sone nergers can be avoi ded. Despite a climate of
consolidation, there is general agreenent that mergers between the
top 5 banks in Hungary are unlikely. The consolidation process
will affect nostly the smaller banks.

L. Foreign Exchange Controls Affecting Trade
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The effects of the EURO

On January 1, 1999, the Euro became the official currency of the
Econom ¢ and Monetary Union, which includes the initial group of
11 countries nanmed in accordance with the Maastricht criteria.
Effective inmedi ately, conpanies in these countries nmay begin
conducting their business transactions in Euros, while Euro notes
and coins will be put into circulation no |later than 2002.

The Euro has been prai sed because expectations are that it wll
ensure |ower interest rates, lead to healthy public finances, and
give the single market its full efficiency. In addition, the Euro
is expected to facilitate the novenent of goods and services

wi thin the European Union by elimnating exchange rate uncertainty
and al |l ow ng conpanies to conpare costs and, for exanple, to save
noney on forei gn exchange hedgi ng. These benefits will be
particularly pronounced for small and nedi umsized conpani es since
larger firns are nore likely to have the

resources to nanage and negotiate international financial

transacti ons.

Banks and multinationals are largely prepared for the use of the
Euro. The European banki ng sector intends to fully inplenent the
princi ple of “no-conpul sion, no-prohibition” for the use of the
Euro as deci ded by the European Council. The changeover to Euro
nmeans that workloads will |ikely be reduced, working capital needs
will decrease as will transaction costs, and currency spreads w ||
be eli m nated.

Banks with Correspondent U.S. Bank

Al maj or Hungari an banks -- Budapest Bank (now partially owned by
GE Capital Credit), Hungarian Foreign Trade Bank (MKB), Hungari an
Credit Bank (MHB), K&H (Commercial and Credit Bank), Postabank
(Post Bank), OTP (National Savings Bank) -- have correspondent
banks in the United States. Additionally, there are a nunber of

i nternational banks that maintain representational offices in
Budapest (nost with offices in the United States): ABN Anro,
Creditanstalt, Credit Lyonnais, and G ro Bank.

| X. BUSI NESS TRAVEL

A. Busi ness Custons

Busi ness custons are simlar to those in the United States and
Western Europe. Typically, Hungarian busi ness people prefer to
devel op a relationship on which to base a busi ness connecti on.
Nor mal busi ness hours are 9:00 to 5:00 PM It is not unconmon for
busi nesses to close in the early afternoon on Fridays. Luncheons,
receptions and dinners are a famliar node of doing business.

For historical reasons, Hungarians customarily do not clink beer
gl asses when toasting. Wnen business visitors shoul d be advi sed
that chivalry is alive and well in Hungary -- the Hungarian
greeting by a man to a wonman is "l Kkiss your hand,"” sonetines
acconpani ed by the act itself. Men and wonmen who are wel |
acquai nted ki ss each other on both cheeks, right-hand first.
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B. Travel Advisory and Vi sas

There are no travel advisories issued for Hungary. Hungary is
general |y safe and hygi enic, although visitors are advised to
guard their personal bel ongi ngs and aut onobil es. American citizens
traveling to Hungary do not require visas. Those intending to stay
for longer than 90 days will require residency permts. Wth
certain exceptions, Anericans must obtain both work and residence
permts if they are enployed in Hungary. To obtain a work permt,
a visa for work purposes nmay be obtai ned fromthe Hungarian
Enbassy in the United States prior to arrival in Hungary. Measures
designed to curb work and residence permt abuses have nmade the
procedures nore cunbersone and tine-consumng. Note: U S. citizens
are prohibited fromconducting any kind of comercial transactions
with the Agqui ncum Corinthia Hotel, which is majority owed by a
Speci al | y Desi gnated National of Libya.

C. Holidays

Hungary cel ebrates the foll owi ng holidays: New Year's (January 1);
Revol ution Day (March 15); Easter Monday (April 5, 1999); Labor
Day (May 1); Whit Monday (May 24, 1999); National Day (August 20);
Republic Day (Cctober 23); Christnas (Decenber 25); and Boxi ng Day
(Decenber 26).

D. Busi ness Infrastructure

In addition to MALEV, the Hungarian national airline, Hungary is
served by many international airlines, including Delta, Aitalia,
KLM Lufthansa, British Airways, Austrian Airlines, dynpia, SAS,
Air France, Sabena, Swissair, Finnair, El A, LOT Polish Airlines,
Czech Airlines, Aeroflot, Bal kan Bulgarian Airlines, Tunisair and
Tarom Rormanian Airlines. United Airlines and Anerican Airlines
have off-line service to Budapest, as well. Travel into the
countryside is easily acconplished by car or rail. Hungary is
criss-crossed by railway |lines that connect nost cities. The
Hungarian National Railway's "Inter-Gty" |ine provides express
service to several cities. A hydrofoil can be taken to Vienna.

H ghways are generally good, wth a nmajor construction programto
upgrade connections with sone outlying cities now served by two-

| ane roads. Wth the conpletion of the ML highway to Vienna, the
trip between Budapest and Vi enna takes |ess than three hours.

I n Budapest, there is an efficient subway (3 lines) which is

suppl enment ed by a conprehensive bus, tramand trolley system
Taxis are al so avail able; however, it is advisable to phone one of
the maj or taxi conpanies, rather than hailing at curbside. Hotel
taxis are permtted to charge higher rates. A though fares are
regulated fromthe airport, it is wse to ask the price in advance
to a destination (airport to downtown is approx. $25). There is

al so an airport mnibus shuttle service which is reliable and
costs under $10.

Budapest has five 5-star (Hlton, Marriott, Hyatt, Kenpinski,
Inter-Continental) and several 4-star hotels |ocated near the city
center. Hotel facilities vary in quality beyond Budapest.
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Tel ephone service is very reliable in Hungary, including |ong-

di stance. Budapest is serviced by three cellular phone systens as
wel | as by several paging services. Calling card services such as
AT&T, MO and Sprint can be accessed from Hungary.

English is regularly used in business contexts. There are, of
course, firms, especially snmaller ones, whose principals do not
speak English. In these instances, an interpreter is often made
available. It is nonethel ess prudent to ask in advance what
interpretation provisions have been nmade for a neeting.

Hungari ans address each other by their famly names first,
followed by their given nanes (e.g., Smth John). Business cards
follow this convention unless printed in English. It is always
advant ageous to | earn basic greetings in Hungarian. Even the nost
mnimal efforts will be appreciated by Hungari an busi ness
partners.

"Foreign Service Posts: Quide for Business Representatives”
avai l abl e for sale by the Superintendent of Docunents, U S
Government Printing Ofice, Washington DC 20402, tel: (202) 512-
1800, fax: (202) 512-2250. Business travelers to Hungary seeking
appoi ntnents with U S. Enbassy Budapest officials should contact
t he conmmercial section in advance. The commercial section can be
reached by tel ephone at 36 1 475-4236, by fax at 36 1 475-4676 or
by emai| at obudapes@mil . doc. gov. Business representatives are
encouraged to visit the Enbassy's Wbsite at http://ww. usis. hu.
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X. APPENDI CES
COUNTRY COMVERCI AL GUI DE
HUNGARY
FI SCAL YEAR 2000
Prepared August 10, 1999
International Copyright, US. & Foreign Conmercial Service and the

U S. Departnent of State, 1999. Al rights reserved outside the
United States.

APPENDI X A:  COUNTRY DATA

(SOURCE: CENTRAL STATI STI CAL OFFI CE)

POPULATION (MLLION) ... . 10. 092
POPULATI ON GROMH RATE(%) . ... oo 0
RELIGONS) ......... CATHCLI ¢ REFORM ST/ JEW SH LUTHERAN
GOVERNMENT SYSTEM .. ... ... o REPUBLI ¢/ MULTI - PARTY
LANGUACGE(S) ... o v HUNGARI AN GERVAN ENGLI SH
WORK VEEK . . .. MONDAY TO FRI DAY
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APPENDI X B: DAOVESTI C ECONOWY

(SOURCE: HUNGARI AN NATI ONAL BANK)

1997 1998 1999 2000
NOM NAL GDP 45000 4704049000 50960
(USD M LLION)
REAL GDP GROMH (% 4.4 5.1 4 CA 4
GDP PER CAPI TA 4158 4704 4870 5050
(USD)
GOV. SPENDI NG AS
A percent OF GDP 50-5145. 08Ca 50-51 - -
CONSUMER PRI CE
| NFLATI ON (% 18. 3 14. 3 CA. 9CA 7
UNEMPLOYMENT RATE 10. 4 9.1 9.5 CA 9
(9 */
EXCHANGE RATE
(annual average)
FOR USD 186. 8214. 5240. 0CA. 260
DEBT SERVI CE PAYMENTS/
EXPORT** (% 25.3 15.57CA 15.81 CA 15.0
CUM CAPI TAL 937 1.286CA 2.0 CA 2.0
QUTFLOW
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APPENDI X C. TRADE (IN MLLIONS OF U. S. DOLLARS)

(SOURCE: HUNGARI AN GLOBAL TRADE STATICS: HUNGARI AN M NI STRY OF
FI NANCE
U. S. - HUNGARI AN TRADE FI GURES: U.S. DEPARTMENT OF COMVERCE)

1997 1998 1999* 2000
HUNGARI AN EXPORTS** 19100 23005 22858  CA 23000
EXPORTS TO USA*** 1078 1567 1595 --
HUNGARI AN | MPORTS* * 21234 25706 25393 CA 27000
| MPORTS FROM USA* ** 486 482 524 - -
FX RESERVES
BILLIONS OF U.S. DOLLARS 8. 45 9.37 CCA 9.0 --
NOTES TO APPENDI CES B&C:
*/ EXTRAPOLATED FROM JANUARY- MAY 1999 TRADE STATI STI CS
** HUNGARI AN CUSTOMS STATI STI CS | NCLUDES CUSTOVB FREE ZONES
*xE STAT USA — U. S. DEPARTMENT OF COMMERCE TRADE STATI STI CS
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APPENDI X D: | NVESTMENT STATI STl CS

Foreign Direct Investnent Statistics

Based on information fromthe Mnistry of Industry and Trade,

foreign direct investment totaled $19.7 billion at the end of
1998. Hungary has received annual foreign direct investnent (FDI)
inflows equal to $2 billion in each of the past three years and

expects to receive simlar anmounts annual ly through 2002. At the
end of 1998, sone 35,000 joint ventures were registered in Hungary
and forty of the world' s 50 largest mnultinational conpani es now
have a Hungari an subsi di ary.

Foreign Direct Investnent in Hungary (does not include in-kind
contri butions)

($ mllion)

Year Val ue
1989 350
1990 850
1991 1, 651
1992 1, 487
1993 2,294
1994 1,684
1995 4,949
1996 2,828
1997 1,214
1998 2,384

Tot al 19, 691
O all investnents nmade up to the end of 1998, 50 percent of

foreign capital was channeled to industry, 15 percent to the

t el ecomuni cation sector, 13 percent in energy production/supply,
6 percent in bank and finance, and another 6 percent in conmerce
and 10 percent in other branches.

The United States is the leading investor in Hungary w th approx.
USD 7 billion of FDI (or 29 percent of investnments above USD 10
mllion). Qther major investing countries are Gernany, France,
Austria, and the Netherlands, followed by Italy, Sweden, G eat
Britain, Switzerland, Japan, and Canada.
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Most Hungarian i nvestnent abroad is |ocated in nei ghboring
countries. Hungarian investnment of various forns in the United
States currently totals about $113 mlli on.

Maj or Foreign |Investnents in Hungary

Li sted below are nmajor foreign direct investnents in Hungary,
primarily privatization and greenfield projects. This list Is not
exhaustive, but indicative only. Investnent totals reflect

cunul ative foreign capital invested, at historical cost. In sone
cases, reinvested | ocal revenues and subsequent conpany grow h
mean that the current market value of the foreign investor's
stake substantially exceeds the original capital invested.

FOREI GN | NVESTORS: Magyar Com (Aneritech and Deut sche Tel ekom
COUNTRY OF ORIGA@ N United States/ Ger many

FORElI GN CAPI TAL I NVESTED: USD 1.727 billion

SECTOR  Tel econmuni cat i ons

LOCAL SUBSI DI ARY:  MATAV

FORElI GN | NVESTOR.  Ceneral El ectric (GE Lighting)
COUNTRY OF ORIA N United States

FORElI GN CAPI TAL I NVESTED: USD 736 million
SECTOR  Lighting

LOCAL SUBSI DI ARY: CE Lighting Tungsram

FOREI GN | NVESTORS: RWE Energie AG/ Energi e Baden-Wirtenberg AG
COUNTRY OF ORIA N Ger many

FOREI GN CAPI TAL INVESTED: DM 1 billion

SECTOR  Electricity )

LOCAL SUBSIDIARY: Elm / Emasz / Matra Power Plant / RWE Hungary

FOREI GN | NVESTOR:  Eri dani a Beghi n- Say SA

COUNTRY OF ORRA@ N:  France

FOREI GN CAPI TAL I NVESTED: USD 540 million

SECTOR  Production and nmarketing of sugar

LOCAL SUBSI DI ARY: Eridania Beghin-Say / Szol nok Sugar Factory /
Szerencse Sugar Factory / Matra Regi onal Sugar Factory / Cereol /
Agr okonpl ex

FOREI GN | NVESTOR  Aegon | nsurance

COUNTRY OF ORIA N The Net herl ands

FOREI GN CAPI TAL | NVESTED: HUF 108.8 billion

SECTOR | nsurance

LOCAL SUBSI DI ARY:  Aegon I nsurance G oup (AB-Aegon Ceneral
| nsurance / AB-Moneta / AB Novi nvest / Aegon Pension Fund)

FOREI GN | N\VESTOR  Ceneral Mtors

COUNTRY OF ORIA N United States

FOREI GN CAPI TAL | NVESTED: USD 450 million
SECTOR  Finished autos/auto parts

LOCAL SUBSI DI ARY: (Opel Hungary

FOREI GN | NVESTORS:  Scandi navi an PTTs (PTT Tel ecom/ Tel enor /
Tel edenmark / Tel ecom
COUNTRY OF ORIA@ N The Netherlands / Norway / Denmark / Finland
FORElI GN CAPI TAL I NVESTED: USD 400 million
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SECTOR  Tel ecomuni cati ons (Mobil e)
LOCAL SUBSI DI ARY: Pannon GSM

FOREI GN | NVESTORS: Vol kswagen/ Audi
COUNTRY OF ORIA N Ger many

FOREI GN CAPI TAL | NVESTED: DM 700 mil lion
SECTOR  Finished autos/auto parts

LOCAL SUBSI DI ARY: Audi Hungari a

FOREI GN | NVESTORS: Banca Commerciale Italiana
COUNTRY OF ORIGA N Italy

FORElI GN CAPI TAL | NVESTED: USD 370 million
SECTOR  Banki ng

LOCAL SUBSI DI ARY: C B Bank

FORElI GN | NVESTOR:  Bayer nwerk AG

COUNTRY OF ORIA N Ger many

FOREI GN CAPI TAL I NVESTED: USD 370 million

SECTOCR  Electricity distribution

LOCAL SUBSI DI ARY: Déedasz / Edasz / Titasz /| K gaz / Bayernwerk
Hungari a

FOREI GN | NVESTOR:  Ericsson

COUNTRY OF ORIA N Sweden

FORElI GN CAPI TAL | NVESTED: USD 350 million
SECTOR.  Tel ecommuni cati on

LOCAL SUBSI DI ARY: Ericsson

FOREI GN | NVESTOR  US \West

COUNTRY CF ORIA@ N United States
FOREI GN CAPI TAL | NVESTED: USD 330 mllion
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SECTOR  Tel ecomuni cati ons (Mobil e)
LOCAL SUBSI DI ARY: Westel 900 Tel econmmuni cati ons

FOREI GN | NVESTOR:  Coca- Col a

COUNTRY OF ORIA N U. S. and ot her

FOREI GN CAPI TAL I NVESTED: USD 280 million
SECTOR  Bever ages

LOCAL SUBSI DI ARY: Coca- Col a Hungary

FOREI GN I NVESTOR:  El ectricite de France (EdF)
COUNTRY OF CRRA@ N France

FOREI GN CAPI TAL I NVESTED: USD 253.5 million
SECTOR  Electricity

LOCAL SUBSI DI ARY: Edasz/ Demasz/ EdF

FOREI GN | NVESTOR:  Vivendy CG Sat Hungary

COUNTRY OF ORIA N Net her| ands

FORElI GN CAPI TAL I NVESTED: USD 250 million

SECTOR  Tel ephone oper at or

LOCAL SUBSI DI ARY: Deltav / Digitel 2002 / Jasztel

FORElI GN | NVESTOR:  Hungari an Tel ephone and Cabl e Corporation
COUNTRY OF ORIA N United States

FORElI GN CAPI TAL I NVESTED: USD 250 million

SECTOR  Tel ephone oper at or

LOCAL SUBSI DI ARY: HTCC Consulting R. /Papatel/ Rabacom Kel et -
Nogr adconml Hungarotel Rt.

FORElI GN | NVESTOR:  Suzuki Mot or Corporation
COUNTRY OF ORIA N Japan

FOREI GN CAPI TAL I NVESTED: USD 250 million
SECTOR:  Fi ni shed aut os

LOCAL SUBSI DI ARY:  Magyar Suzuki

FORElI GN | NVESTOR:  ABN AMRO

COUNTRY OF ORIA N Net her | ands

FORElI GN CAPI TAL | NVESTED: USD 237 million
SECTOR  Banki ng

LOCAL SUBSI DI ARY: ABN AMRO

FOREI GN | NVESTORS:  VEW Ruhr gas

COUNTRY OF ORIA N Ger many

FOREI GN CAPI TAL | NVESTED: USD 227 mllion
SECTOR Gas Distribution

LOCAL SUBSI DI ARY: Budapest Gas W rks / Ddgaz

FOREI GN I NVESTOR Al lianz

COUNTRY OF ORIA N Ger many

FOREI GN CAPI TAL I NVESTED: USD 220 mllion
SECTOR | nsurance

LOCAL SUBSI DI ARY: Hungaria Biztosito

FORElI GN | NVESTOR  UTI

COUNTRY OF ORRA N The Net herl ands

FORElI GN CAPI TAL | NVESTED: USD 216 million
SECTOR  Tel ecomruni cati ons

LOCAL SUBSI DI ARY:  UTI
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FOREI GN | NVESTOR:  Vodaf oneAi rt ouch

CONTRY OF ORRA N United States

FOREI GN CAPI TAL | NVESTED: USD 206 mllion (as of June 1998)
SECTOR  Tel ecomruni cati ons

LOCAL SUBSI DI ARY: Pri mat el

FOREI GN | N\VESTOR Gaz de France

COUNTRY OF CRRA@ N France

FOREI GN CAPI TAL I NVESTED: USD 202 mllion

SECTOCR  Natural gas distribution

LOCAL SUBSI DI ARY: Egaz/ Dégaz/ GdF Representation, Pannon Energi a

FOREI GN | NVESTOR:  Sanofi SA

COUNTRY OF ORIA@ N France

FORElI GN CAPI TAL | NVESTED: approx. USD 200 mllion
SECTOR.  Pharnaceutical s

LOCAL SUBSI DI ARY: Chi noin

FOREI GN | NVESTOR.  Tract ebel SA

COUNTRY OF ORIGA@ N:  Bel gi um

FOREI GN CAPI TAL I NVESTED: USD 180 million
SECTOR  Electricity

LOCAL SUBSI DI ARY: Dunamenti Power Co.

FOREI GN | N\VESTOR  Ford Mdtors

COUNTRY OF ORIA N United States

FORElI GN CAPI TAL | NVESTED: USD 165 million
SECTOR  Autonotive parts

LOCAL SUBSI DI ARY: Ford Hungari a

FOREI GN | NVESTOR:  Prinzhorn G oupe
COUNTRY OF ORIA N Austria

FORElI GN CAPI TAL I NVESTED: USD 160 million
SECTOR  Paper and packagi ng

LOCAL SUBSI DI ARY:  Dunapack/ Hal aspack

FOREI GN | NVESTOR: Al um num Conpany of America (Al coa)
COUNTRY OF ORIA@ N United States

FORElI GN CAPI TAL I NVESTED: USD 150 million

SECTOR Al um num

LOCAL SUBSI DI ARY: Al coa-K fém

FOREI GN | N\VESTOR | BM

COUNTRY OF ORIA@ N United States

FOREI GN CAPI TAL | NVESTED: USD 150 million
SECTOR  Fi xed di sk drives

LOCAL SUBSI DI ARY: | BM Storage Products Hungary

FOREI GN | NVESTOR  Pepsi Co

COUNTRY OF ORIA N United States

FOREI GN CAPI TAL I NVESTED: USD 150 million

SECTOR  Bever ages i}

LOCAL SUBSI DI ARY: F_véarosi Asvanyviz (Budapest M neral water and
Soft Dri nks)

FOREI GN | NVESTOR  Feruzzi

COUNTRY OF ORIGA N Italy

FOREI GN CAPI TAL | NVESTED: USD 160 mllion
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SECTOR  Food, detergents
LOCAL SUBSI DI ARY: NW

FOREI GN I NVESTOR:  Philip Mrris

CONTRY OF ORRA N  United States

FORElI GN CAPI TAL | NVESTED: USD 150 million
SECTOR  Consuner CGoods

LOCAL SUBSI DI ARY: Egri Dohanygyar

FORElI GN | NVESTOR  AES

COUNTRY OF ORIA N United States

FORElI GN CAPI TAL I NVESTED: USD 130 million
SECTOR El ectricity generation, coal
LOCAL SUBSI DI ARY:  Dunadj var os

FOREI GN | NVESTOR  Si enens

COUNTRY OF ORIA N Ger many

FOREI GN CAPI TAL I NVESTED: USD 129 million
SECTOR  El ectronics and el ectrical engineering
LOCAL SUBSI DI ARY: Si enens Hungary

FOREI GN | NVESTOR. @uardi an d ass

COUNTRY OF ORIA N United States

FORElI GN CAPI TAL | NVESTED: USD 110 million
SECTOR d ass

LOCAL SUBSI DI ARY:  Hunguard

FOREI GN | NVESTOR.  Bristol Mers

CONTRY OF ORRA N United States

FORElI GN CAPI TAL | NVESTED: USD 110 million
SECTOR.  Pharnaceutical s

LOCAL SUBSI DI ARY: Pharmavit Squi bb

FOREI GN | NVESTOR:  Sara Lee/ Douwe Egbert
COUNTRY OF ORIA N United States

FORElI GN CAPI TAL I NVESTED: USD 100 million
SECTOR  Food processi ng

LOCAL SUBSI DI ARY:  Conpack

FOREI GN | NVESTOR.  Baruse BV./ Pennecom BV.
COUNTRY OF ORRA N the Netherl ands

FOREI GN CAPI TAL | NVESTED: USD 100 m | lion
SECTOR Tel ecomruni cati ons

LOCAL SUBSI DI ARY: Monort el

FOREI GN | NVESTOR.  Servi er

COUNTRY OF ORIA@ N France

FOREI GN CAPI TAL | NVESTED: USD 100 mllion
SECTOR  Pharnaceutical s

LOCAL SUBSI DI ARY: Egis

FOREI GN | NVESTOR  Metro

COUNTRY OF ORIA N Ger many

FOREI GN CAPI TAL I NVESTED: USD 100 mllion
SECTOR  Food retailing

LOCAL SUBSI DI ARY: Metro

FOREI GN | NVESTOR  Uni | ever
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COUNTRY OF ORIA@ N Hol | and/ UK

FORElI GN CAPI TAL I NVESTED: USD 100 million
SECTOR  Food, detergents

LOCAL SUBSI DI ARY:  Uni | ever

FORElI GN | NVESTOR:  Hungari an | nvest nment
COUNTRY OF ORIRGA N WK

FOREI GN CAPI TAL I NVESTED: USD 100 million
SECTOR I nvestnent fund

LOCAL SUBSI DI ARY: N kex

FOREI GN | NVESTOR:  Philips Car Systens
COUNTRY OF ORIA N Ger many

FOREI GN CAPI TAL | NVESTED: USD 100 million
SECTOR  Car stereos, CD/cassette players
LOCAL SUBSI DI ARY: Euroton Technica
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FOREI GN | NVESTOR:  Denso Cor poration

COUNTRY OF ORIA N Japan

FOREI GN CAPI TAL I NVESTED: USD 100 mllion

SECTOR  Car conponents

LOCAL SUBSI DI ARY: Denso Manufacturing Hungary Ltd.

FOREI GN | NVESTORS: Vari ous

COUNTRY OF ORRA N France/ Austri a

FOREI GN CAPI TAL | NVESTED: USD 220 mllion
SECTOR. Construction

LOCAL SUBSI DI ARY: Hungari an Eur o- Expr essway

FOREI GN | NVESTOR. CGE Capital Corporation
COUNTRY OF ORIA N United States

FORElI GN CAPI TAL I NVESTED: USD 87 mllion
SECTOR  Fi nanci ng

LOCAL SUBSI DI ARY: Budapest Bank

FORElI GN | NVESTORS: First Hungary Fund
COUNTRY OF ORIA@ N:  United Ki ngdom
FORElI GN CAPI TAL I NVESTED: USD 80 million
SECTOR  Portfolio

LOCAL SUBSI DI ARY: Ronai és Tarsai Rt.

FORElI GN | NVESTORS: Host Marriott Corp./Erste Bank
COUNTRY OF ORIA N USA/ Austri a

FORElI GN CAPI TAL INVESTED: USD 75 mllion

SECTOR  Hot el

LOCAL SUBSI DI ARY: Marriott

SOURCE: Conpany statistics and Hungarian | nvestnent and Trade
Devel opnent (1 TD) Agency.

APPENDI X E: U . S. AND COUNTRY CONTACTS

A. U. S. Enbassy Personnel

Aneri can Enbassy Budapest
Anbassador: Peter Tufo
Deputy Chief of Mssion: Thomas B. Robertson
Econom ¢ Counsel or: Jean A Bonilla
Conmer ci al Counsel or: John Fogarasi (see bel ow)
Consul Ceneral : Susan Al exander
Political Counselor: Kyle Scott
Def ense Attaché: Col onel Janes P. Mault
Szabadsag tér 12
H 1054 Budapest
Tel : (36) (1) 475-4400
Fax: (36)(1l) 475-4764
Honmepage: www. usi s. hu/ enb. ht m

U. S. Agency For International Devel opment (USAI D)
USAI D Representative: Patricia Lerner
Bank Center G anite Tower
Szabadsag tér 7-9
H 1054 Budapest
Tel: (36) (1) 475-4314
Fax: (36)(1) 302-0693
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Honmepage: www. c3. hu/ ~bobaf at / usai d

U. S. Commercial Service
Senior Commercial Oficer: John J. Fogarasi
Commerci al Attaché: Panela Ward
Bank Center Granite Tower
Szabadsag tér 7-9
H 1054 Budapest
Tel: (36) (1) 475-4236
Fax: (36)(1l) 475-4676
Homepage: www. usis. hu/fcs. htm

U S Information Service
Public Affairs Oficer: Ji m Neal on
Bank Center G anite Tower
Szabadsag tér 7-9
H 1054 Budapest
Tel: (36) (1) 475-4766
Fax: (36)(1) 475-4764
Honmepage: www. usi s. hu/ usi sbp. ht m
U S. Departnent of Agriculture
Resi dent Local Agricultural Specialist: Ferenc Nenes
Tel: (36) (1) 475-4162
Fax: (36)(1l) 475-4676
Agricul tural Counsel or (Enbassy Vienna): Alen
Must ard
Tel : (43)(1) 313-39
Fax: (43)(1) 310-8208
Honepage: www. usda. gov

O fice of Defense Cooperation
Chief: Walter R edle
Bank Center Granite Tower
Szabadsag tér 7-9
H 1054 Budapest
Tel : (36) (1) 475-4400
Fax: (36)(1l) 475-4764

B. AnCham and Bil ateral Busi ness Council s

Anerican Chanber of Commerce in Hungary
Executive Director: Péter Fath
Deadk Ferenc utca 10
H 1051 Budapest
Tel : (36) (1) 266-9880
Fax: (36)(1l) 266-9888
Honmepage: www. hungary. com anthani

C. Trade and | ndustry Associ ati ons

Hungari an Chanber of Commerce and I ndustry
President: Dr. Lajos Tol nay
Kossuth Lajos tér 6-8
H 1055 Budapest
Tel: (36)(1) 474-5111
Fax: (36)(1l) 474-5113

Hungari an Banki ng Associ ati on
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Secretary Ceneral: MKkl o6s Pul a
Roosevelt tér 7-8

H 1051 Budapest

Tel: (36)(1) 312-5826

Fax: (36)(1) 331-1723

Associ ation of IT Conpanies
Presi dent: Ti bor Gyuros
Madach tér 3
H 1075 Budapest
Tel : (36) (1) 327-8345
Fax: (36)(1) 327-7343

Hungari an Chanber of Database Suppliers
Secretary: Andras Fél egyhazi
Kuny Donokos utca 13-15
H 1012 Budapest
Tel: (36) (1) 213-5089
Fax: (36)(1l) 375-9722

Associ ation of Hungarian Building Materials Industry
President: Dr. Mkl 6s Szabo
Secretary: Laszl 6 Tamés
F_ utca 68
H 1027 Budapest
Tel: (36)(1) 201-6682
Fax: (36)(1) 356-1215, 201-6682

Associ ation of the Hungarian Chem cal |ndustries
Secretary Ceneral: Dr. Léaszl 6 Bondar
Erzsébet kiralyné atja 1/c
H 1146 Budapest
Tel : (36) (1) 343-8920
Fax: (36) (1) 343-0980

Associ ation of the Hungarian El ectronic and Informatics Industries
Secretary Ceneral : |Istvan Basa
Szenere utca 17
H 1054 Budapest
Postal address: POB 33
H 1525 Budapest
Tel: (36)(1) 331-8986 and 311-6271
Fax: (36)(1) 331-6320

Nat i onal Prof essional Association of the Environment
Protection Industry

Managi ng Director: Anna Székely

Heged_s Gyul a utca 68

H 1133 Budapest

Tel: (36) (1) 350-7271

Fax: (36)(1) 350-7274

Nat i onal Associ ation of Tradi ng Conpani es
Secretary Ceneral : Gyo6rgy Vanos
Kuny Donokos utca 13-15
H 1012 Budapest
Tel : (36) (1) 355-9689 and 202- 6574
Fax: (36)(1l) 355-9689
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Hungari an Franchi se Associ ation
Presi dent: Endre Pinczesi
Margit korut 15-17
H 1024 Budapest
Tel: (36)(1) 212-4124
Fax: (36)(1l) 212-5712

Associ ati on of Hungarian | nsurance Conpani es
President: Dr. Otod Csurgo
Deadk Ferenc utca 10
H 1052 Budapest
Tel: (36)(1) 318-3473
Fax: (36)(1) 337-5394

Associ ation of the Hungarian Light Industries
Secretary Ceneral: Jozsef Cseh
Address: Rozsa Ferenc utca 55
H 1064 Budapest
Postal address: POB 329
H 1390 Budapest
Tel: (36)(1) 341-4793

Associ ation of the Hungarian Pharmaceutical |ndustries
Director: Laszl 0 Buzas
President: Dr. Istvan O ban
Vor 6smarty tér 1
H 1051 Budapest
Tel: (36)(1) 318-3788
Fax: (36)(1) 318-3957, 318-8587

Federation of Public Road Transport Firns
Secretary Ceneral : Andras Dénes
Teréz korut 38
H 1066 Budapest
Tel : (36) (1) 332-9939
Fax: (36)(1) 332-9939

Associ ation of Real -Estate Deal ers
Presi dent: Peter Mehrl
Deak Ferenc utca 10, 111/305
H 1052 Budapest
Tel / Fax: (36) (1) 318-9857

Joint Venture Associ ation
Acting President: Ivan Tol dy-_sz
Kuny Donokos utca 13-15
H 1012 Budapest
Tel : (36) (1) 212-2506
Fax: (36)(1l) 356-2506, 212-2506

Nati onal Association of Building Contractors
Managi ng Director: Janos Nagy
Dobrentei tér 1
H 1013 Budapest
Tel: (36)(1) 201-0333
Fax: (36)(1l) 201-3840
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Nat i onal Associ ation of Food Processing Conpani es
Secretary Ceneral: Laszl 6 Piros
Kuny Donokos utca 13-15
H 1012 Budapest
Tel: (36) (1) 202-5586
Fax: (36)(1l) 355-5057

Nat i onal Associ ation of Packagi ng and Material Handling
Secretary Ceneral: Gyo6rgy Vi szkei
Ri g6 utca 3, |
H 1085 Budapest
Tel: (36)(1) 210-0101, 313-7034
Fax: (36)(1) 333-8170

Associ ation of the Plastics Industry
Secretary: Kal man Wappel
Erzsébet kiralyné atja 1/c
H 1146 Budapest
Tel : (36) (1) 343-0759
Fax: (36)(1l) 343-0759

D. Governnent O fices

M nistry of Econom cs
I nternational Relations/USA Desk: Vil nos Fohring
Honvéd utca 13-15
H 1055 Budapest
Tel: (36)(1) 312-2842
Fax: (36)(1) 332-9750
Honmepage: www. i km hu

M nistry of Finance
Jozsef nador tér 2-4
H 1051 Budapest
Tel : (36)(1) 318-2066, 338-2633
Fax: (36)(1) 318-2570

M nistry of Environnent and Regi onal Policy
International Relations: Eszter Szdéveényi
F utca 44-50
H 1011 Budapest
Tel: (36)(1) 457-3300
Fax: (36)(1) 201-2846

M nistry of Transport, Conmunication and Water Managenent
Dob utca 75-81
H 1077 Budapest
Tel : (36) (1) 322-0220, 342-0520
Fax: (36)(1) 302-2394
Honmepage: www. nmar. hu/ khvm

Nati onal Bank of Hungary
President: Gyo6rgy Suranyi
Szabadsag tér 8-9
H 1054 Budapest
Tel: (36) (1) 269-4760, 302-3000
Fax: (36)(1) 332-39
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State Privatization and Holding Co. (APV Rt.)
General Director: Gyula Gansberger
Chai r man:
Pozsonyi 0t 56
H 1133 Budapest
Tel : (36) (1) 359-7600
Fax: (36)(1l) 349-5745

Hungari an Export-1nport Bank Ltd.
CEQG Frigyes Banki
Nagynmez__ utca 46-48
H 1065 Budapest
Tel: (36)(1) 269-0580
Fax: (36)(1) 269-4476

E. Mar ket Research Firns

Kopint-Datorg Rt.
Presi dent: Janos Deak
CEQ Peter Kratochwill
Csokonai utca 3
H 1081 Budapest
Tel: (36)(1) 210-1550
Fax: (36)(1) 303-1000

Gl | up Hungary
Vi ce President: Robert Manchin
F tér 1
H 1033 Budapest
Tel: (36)(1) 250-0999
Fax: (36)(1) 250-0650

Bau Data Project Information and Consulting
General Manager: Anna Gaspar
Nenmet vol gyi Ot 114
H 1124 Budapest
Tel: (36)(1) 319-0241
Fax: (36)(1) 319-2959

Macr o- TQ
Country Manager: Tanmas Cecti
Vor 6smarty ter 1
H 1051 Budapest
Tel / Fax: (36) (1) 266-6272

Aner- N el sen Marketing Research Kft.
CEQ Christou Mchalis
Vaci utca 81
H 1056 Budapest
Tel: (36)(1) 327-9700
Fax: (36)(1) 327-9790
Honmepage: www. anr. hu

F. Commer ci al Banks

Budapest Bank (CGE Capital)
President: Richard Pelly
Al kot many utca 3
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H 1054 Budapest, Hungary

Tel: (36) (1) 269-2333 and 269- 2358
Fax: (36)(1l) 269-2417

Honmepage: www. bbrt. hu

Commercial and Credit (K&H Bank
CEQ Tibor E Rejt_
Vigado teér 1
H 1051 Budapest
Tel: (36) (1) 267-5000
Fax: (36)(1l) 266-9696, 328-9088

Hungarian Credit Bank (Magyar Htel Bank)
CEQ Zsignond Jarai
Barczi Istvan utca 3
H 1052 Budapest
Tel: (36) (1) 266-6907, 117-1499
Fax: (36 (1) 266-6845

Nat i onal Savi ngs and Commerci al Bank (OTP)
CEO and Chai rman: Dr. Sandor Csanyi
Nador utca 16
H 1051 Budapest
Tel : (36) (1) 353-1444
Fax: (36)(1l) 312-6858

Post abank
Chai rman & CEQ
Jozsef nador tér 1
H 1051 Budapest
Tel: (36)(1) 318-0855
Fax: (36)(1) 317-1369
Honmepage: ww\. post abank. hu

Hungari an Forei gn Trade Bank (MKB)
CEQ Tanés Erdei
Vaci utca 38
H 1056 Budapest
Tel: (36)(1) 269-0922
Fax: (36)(1) 269-0959
Honmepage: www. nkb. hu

G ti bank Budapest
President: R chard D. Jackson
Szabadsag tér 7
H 1054 Budapest
Tel : (36) (1) 374-5000
Fax: (36)(1) 374-5100
Honmepage: www. ci ti bank. hu

Central European International Bank (C B)
President & CEQO Gyo6rgy Zdeborszky
Int’| Banking Rel.: Péeter Banki, Director
Medve utca 4-14
H 1027 Budapest
Tel: (36)(1) 212-1330
Fax: (36)(1) 212-4200

67



ABN Anto Bank Magyarorszag Rt.
CEQ Bernard Yoncourt
Pozsonyi utca 77-79
H 1133 Budapest
Tel : (36) (1) 202-2722
Fax: (36)(1l) 349-4127

Creditanstal t
Managi ng Director: Matthias Kunsch
Akadém a utca 17
H 1054 Budapest
Tel: (36)(1) 269-0812
Fax: (36)(1l) 353-4959

Credit Lyonnai s Magyarorszag Rt.
Managi ng Director: Jacques Yves Milliez
Jozsef nador tér 7
H 1051 Budapest
Tel : (36) (1) 266-9000
Fax: (36)(1l) 266-9950

I nt ernati onal e Nederl| anden (I NG Bank
General Manager: Anthony van der Heijden
Andr assy ut 9
H 1061 Budapest
Tel: (36)(1) 268-0140, 321-1320
Fax: (36)(1l) 269-6447, 268-0159
Honmepage: www. i ng. nl/hol | and/

Anerican Express Hungary Ltd.
Managi ng Director: Ms. Erzsébet Lechner
Deadk Ferenc utca 10
H 1052 Budapest
Tel : (36) (1) 235-4330
Fax: (36)(1l) 267-2028

G Mul til ateral Devel opnent Banks

Mul til ateral Devel opment Bank Operations
U S. Departnent of Commerce
USA Trade Center
Ronal d Reagan Bui | di ng
Mezzani ne Level
Washi ngton, D.C. 20230
Tel : (202) 482-3399
Fax: (202) 482-3914
Honmepage: ww. ita. doc. gov/ nbdo

EBRD Eur opean Bank for Reconstruction & Devel opnent
Head of Resident O fice: Hubert Warsmann
Rakoczi uat 42
H 1072 Budapest
Tel: (36) (1) 266-6000
Fax: (36)(1l) 266-6003
Honmepage: www. ebrd. comi english/index. htm

IBRD Int'| Bank for Reconstruction & Devel opnent (The WORLD BANK)
Country Director: Roger G awe
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Baj csy-Zsi linszky ut 42-46

H 1054 Budapest

Tel: (36)(1) 374-9500

Fax: (36)(1) 374-9510

Hungari an Representative (Washington D.C): Katalin
Denet er

Tel: (1) (202) 478-4673

Tax: (1) (202) 522-3453

Honmepage: www. wor | dbank. org

| FC I nternational Finance Corporation
Acting Resident Representative: Borbala Czako
Baj csy-Zsilinszky ut 72-76
H 1054 Budapest
Tel : (36) (1) 374-9590
Fax: (36)(1l) 374-9597

H. U S. Governnent Contacts

Export-lnport Bank of the United States
Senior Loan Oficer: Walter B. HIIl Jr.
811 Vernont Avenue, N W
Washi ngton, D.C. 20571
Tel : 202-565- 3555
Fax: 202-565-3558
Ceneral Nunbers
Tel : 202-565- 3800
Fax: 202-565-3380
Honepage: www. exi m gov

Overseas Private I nvestnent Corporation (OPIC
| nsurance: Meryl Burpoe
Fi nance: Brian W Treadwel |
| nvest ment Pronotion: Barbara Brereton
Regi onal Busi ness Devel opnent Manager: Janes Gal e
1100 New York Avenue, NW
Washi ngton, DC 20572
Tel : 202- 336- 8617
Fax: 202-408-5145
Honmepage: www. opi c. gov

Smal | Busi ness Adm ni stration
Honepage: www. sba. gov

Trade Information Center in Washington:
Tel : 1-800- USA- Tr ade
Honmepage: www. ita. doc. gov

U S. Departnent of Agriculture,
Forei gn Agricultural Service
AgExport Services Division
Tel : (202) 720-6343
Fax: (202) 690-4374
Honmepage: ww. f as. usda. gov

U S. Departnent of Commerce
Mar ket Access & Conpliance ( MAC)
14th & Constitution Ave, NW
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Washi ngt on, DC 20230

Hungary Desk O ficer: Laurie Ml nar
Tel : (202) 482-4915

Fax: (202) 482-4505

Jay Burgess, Director

Tel : (202) 482-2645

Fax: (202) 482-4473

Honmepage: ww. ita. doc. gov

Depart nent of Commerce

The Central and Eastern Europe Business Information Center
( CEEBI O

Loren Drake, Director

1300 Pennsyl vani a Ave., NW

USA Trade Center

Suite 800 (Mezzani ne Level)

Tel : (202) 482-2645

Fax: (202) 482-3898

Honmepage: ww. it ai ep. doc. gov/ eebi c/ ceebic. ht nl

Departnent of State

Regi onal Economic O ficer: Mchael Spangler
Hungary Desk O ficer: Becky Joyce

EUR/ EE 5220

2201 C Street, NW

Washi ngt on, DC 20520

Tel : (202) 647-4577

Fax: (202) 736-4853

Ofice of the Coordinator for Business Affairs
Tel : 202-746- 1625

Fax: 202-647-3953

Trade & Devel opnent Agency
Country Manager: Lance Ludman
Room 309 SA- 16

Washi ngt on, DC 20523- 1602
Tel: (703) 875-4357

Fax: (703) 875-4009

Honepage: www. t da. gov
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Ofice of the U S. Trade Representative
Deputy U. S. Trade Representative: Cathy Novelli
Executive Ofice of the President
Washi ngt on, DC 20506
Tel : 202- 395- 3204
Fax: 202-395-3911
Honmepage: www. ustr. gov
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APPENDI X F: NMARKET RESEARCH

Air Pollution Control — I SA (PQL)

Archi tecture/ Construction/ Engi neering Services, |SA (ACE)
Aut onotive Parts & Service Equi pnent, |SA (APS)

Banki ng & Fi nanci al Services, |SA (FNS)

Conput er Hardware Market, IM (CPT)

Conput er Networ ki ng, | SA (CPT)

Conputers, |1SA (CPT)

Cosnetics Industry, |SA (COS)

Def ense Market Quide, IM (DFN)

Equi pnent & Services for Upgradi ng Power Ceneration Facilities,
| SA (ELP, PQL)

Fi | ms/ Vi deos/ CDs/ Books, | SA (FLM BOK)

Health Care Market, |SA (MED)

Househol d Consuner Goods, | SA (HCG

Medi cal Equi prent, | SA (MED)

Mobi | e Tel ecomuni cati ons Equi pnment, |SA (TEL, TES)
Wast e Managenent, | SA (PQL)

Wast ewat er Treatnent, |SA (PQL)

A complete list of market research is available on the National
Trade Data Bank (NTDB).
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APPENDI X G TRADE EVENT SCHEDULE

Novenber 2-4, 1999

Novenber 9-10, 1999

Decenber 8-9, 1999
March 22-26, 2000

June 1-30, 2000

U S. Environnental & Process
Technol ogi es Conference (U S. Trade
Devel opnment Agency)

Intellecutual Property Rights
Conf er ence

Energy Trade M ssion

UTAZAS ‘ 2000 — Internati onal Travel
| ndustry Expo

Envi ronnental 2000 Trade M ssion

Because trade event schedul es may change, firns should consult the
export pronotion cal endar on the NTDB or contact CS Budapest for

the latest infornation.
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